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THE FRENCH POLITICAL CRIS 
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IGRAVINGS, DRAWINGS AND ‘PAINTINGS IN THE NK OF ENGLAND 
By Pror. A. E. RicHaRDSON, F.S.A., F.R.I.B.A. 


BRITISH PUBLIC EXPENDITURE: ITS PROBABLE COURSE 
By THE RiGHT Hon. WILLIAM GraHaM, LL.D., MP. 


THE STATE FINANCES OF SWITZERLAND 
By Dr. jor. J. OETIKER 


EYRE AND SPOTTISWOODE LIMITED 
9 East Harding Street, Fleet Street, London, E.C.4 


PYJAMAS ani SOFT COLLARS 


“are famous for the service they give, their cut, style, and 


long laundering qualities. In the large range of designs 
You are certain to find something to appeal to your taste. 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 


Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £570,000 
(with power to increase to £4,000,000 


Reserve Liability of Proprietors ‘under the Charter - - = -£1,000,000 


LONDON BANKERS: 
Messrs. GLYN, MILLs & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 Kinc WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN, 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 
BAGDAD, BasRA, KHANAQIN, KIRKUK. BomBay. 


6 be BANK transacts Banking Business of every description in 
and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 








Correspondents in all important places abroad. 
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Sum 00.00 
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NATIONAL INDUSTRIES : 


With Branches in every county in England and Wales, by 
its close association with banking institutions in Scotland, 
France, Belgium, Switzerland, Italy, India, Australasia, Africa, 
and South America, and through its Agents in every banking 
town in the world, Lloyds Bank affords manufacturers, 
middlemen and tradesmen facilities for carrying through all the 
various financial operations which are involved in modern 
trading. From the key industries to the small shopkeeper, 
every phase of business throughout the country is represented 
in the books of Lloyds Bank, and the advantages it offers its 
customers are the achievement of more than half a century 
of organization and close study of the ever-changing 
conditions of business. 


LLOYDS BANK LIMITED. 


Head Office: LONDON, E.C. 3. 


LIMITED 
TOTAL RESOURCES 
Over £280,000,000 
Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,250 Offices. Agents Everywhere. 


Every Description of BRITISH and OVERSEAS BANKING: Business Transacted. 


TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 





AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 














Guaranty Trust Company 
of New York 


HE Guaranty Trust Company of New York was one of the first of 
the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 


To-day the bank maintains three London Offices—in Lombard Sereet, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and connections throughout the world. 


The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, financial houses and merchants engaged in 
foreign. trade. 


The Management of any of the offices will be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems. 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 


Paid-up Capital and Surplus $90,000,000 Total Assets $838,000 000. 
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Hongkong & Shanghai Banking Corporation 


AUTHORIZED CAPITAL ... $50,000,000 
ISSUED AND FULLY PAID uP ‘on -- $20,000,000 
RESERVE FUNDS— 
STERLING oe oe + oe --  £6,000,000 
SILVER . ose $14,000,000 
RESERVE LIABILITY oF - PROPRIETORS $20,000,000 


Heap Orrice: HONGKONG, 


COURT OF DIRECTORS: 
A. H. COMPTON, Chairman. N. S. BROWN. Deputy-Chairman. 
Hon. Mr. B. D. F. BEITH. P. W. MASSEY. T. G. WEALL. 
W. H. BELL. W. L. PATTENDEN. H. P. WHITE. 
Hon. Mr. C. G. S. MACKIE. J. A. PLUMMER. 
CHIEF MANAGER: Hon. Mr. A. C. HYNES. 


BRANCHES AND AGENCIES : 


Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg, 

Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe (Hiogo), Kuala Lumpur, London, Lyons, Malacca, Manila. 

Moukden, Nagasaki, New York, Peping, Penang, Rangoon, Saigon, San Francisco, Shanghai, Singapore, Sourabaya, Sungei 
Patani, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama. 


COMMITTEE IN LONDON: 
Sir Charles Addis, K.C.M.G., Chairman. 

Hon. Cecil Baring. David Landale. Sir Geo. Sutherland. 
A. H. Barlow. Sir George Macdonogh, G.B.E., A. M. Townsend. 
Cc. A. Campbell. K.C.B., K.C.M.G. C. F. Whigham. 

MANAGERS IN LONDON: 

Sir Newton J. Stabb. H. D. C. Jones. 
Sub-Manager: R. E. N. Padfield. Accountant: A. Moncur. 


9 GRACECHURCH STREET, LONDON, E.C.3. 
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ONCE UPON A TIME 
AND NOW— 


THERE was a time when the Office Messenger was quite 
an important member of any business organication. 
Much depended upon his alacrity and speed in getting to 


his destination. To-day the Automatic Telephone has 
made the use of Office Messengers unnecessary, and with 
the “Standard” Private Automatic Telephone System it 
is possible to communicate between departments, offices 
and stores with a rapidity that would have been deemed 
magical in days gone by. “Standard” Automatic Telephone 
Systems require no operators, are inexpensive to install 
and maintain, and offer you a 24-hour day charged with 
eficient service. May we send you further particulars > 


Srondord 


Automatic Telephone 
Systems 


Standard Telephones and Cables Limited * 


Connaught House, Aldwych, London, W.C.2 
Telephone: HOLBORN 8765 (15 lines). 
Works : 
HENDON, NORTH WOOLWICH, NEW SOUTHGATE 
Branches : 
Glasgow, Leeds, Birmingham, Manchester, Liverpool and Dublin 
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THE BRITISH OVERSEAS BANK, LTD, 


ESTABLISHED 1919.‘ 
Report by the Board of Directors to the Ninth Annual General Meeting of Shareholders to be held in the Bank Premises 
33 Gracechurch-street (Lombard-court), London, E.C.3, on Tuesday, the Fourth day of December, 1928, at 12 noon, 





The Directors submit to the Shareholders the Balance Sheet of the Bank, as at 31st October, 1928, and 
Profit and Loss Account, together with copy of the Auditors’ Certificate. 
The Profit, after allowing rebate of interest and providing for all bad and doubtful 

debts, and Income Tax, for the year ended 31st October, 1928, amounts to £150,614 18 96 
Balance available from last account 57,587 O11 


Making a totai of £208,201 18 11 
Interim Dividend paid on the ** A ”’ Ordinary Shares at the rate of Six 
per cent. per annum (less Income Tax) for the Half-year ended 
30th April, 1928, and Income Tax thereon 30,000 0 9 
Leaving a Balance of £178,201 18 1] 
which has been appropriated as follows : 
In payment of a Dividend on the ** A ’’ Ordinary Shares at the rate of 
Six per cent. per annum (less Income Tax) for the Half-year 
ended 31st October, 1928, which together with Income Tax thereon 
amounts to £30,000 
In payment of a Dividend on the ** B ” Ordinary Shares at the rate of 
Six per cent. per annum (less Income Tax) for the Year ended 
3lst October, 1928, which together with Income Tax thereon 
amounts to 60,000 
To Reserve Fund 25,000 
To Reduction of Premises Account F 
Leaving a Net Balance to be carried forward to next year of 
£178,201 18 11 


—— 
The Directors retiring by rotation are Sir George E. May, K.B.E., and The Hon. Henry D. McLaren, 
C.B.E., who, being eligible, offer themselves for re-election. 
The Auditors, Messrs. George A. Touche & Co. and Messrs. McClelland, Ker and Co., also retire, and, 
being eligible, offer themselves for re-appointment. 
By Order of the Board, 
A. E. THORNE, Secretary. 


BALANCE SHEET 3ist OCTOBER, 1928. 


LIABILITIES. ASSETS. 
Capital :—Authorised 
300,000 **A’’ Ordinary Shares of Cash in Hand and at Bankers .. £292,621 8 5 
£5 each £1,500,000 | ee “a 
300.000 “B” : Money at Call and Short Notice. 1,909,714 14 
£5 each 1,500,000 
400,000 Shares of £5 each which 
may be issued in whole or in Bills Discounted 57,965 
part as “‘A”’’ or **B”’ Ordinary 


Balances with Bankers Abroad . 270,244 


2,000,000 0 | Government Securities 255,269 


£5.000,000 0 | Other Investments, including 
Subscribed and Paid in Full: Shareholding Interests in 
200,000 **A’’ Ordinary Shares of : 
£5 each £1,000,000 0 Fcreign Banks 
200,000 **B”*’ Ordinary Shares of 
£5 each 1,000,000 


£2,000,000 Accounts 


Advances to Customers and other 


Current, Deposit and _ other 
Accounts 
Reserve Fund 200,000 ances, ete. (per contra) ...... 4,089,165 
Acceptances, etc., for account of 
Customers (per contra) 4,089,165 12 4 Premises Account 344,239 
Balance of Profit and Loss } 
Account 58,201 18 11 
(NoTE—Contingent Liability 
on account of Endorsements on 
Bills Discounted, £858,592.) 


4.588.987 1: | Liability of Customers for Accept- 


€£10,936,355 6 7 








PROFIT AND LOSS ACCOUNT for the Year ended 31st October, 1928. 





Dr. 
To Interim Dividend on the ‘‘ A’ 

Ordinary Shares at the rate of By Balance brought forward .. 

Six per cent. per annum, and 
Income Tax thereon ae £30,000 

; Final Dividend on the *‘* A’ 

Ordinary Shares at the rate of ,, Net Profit,after allowing rebate 
Six per cent. per annum, and of Interest and providing for all 

Income Tax thereon 30,000 Bad and Doubtful Debts, and 

, Dividend on the ** B”’ ordinary Income Tax, for the year ended : 
Shares at the rate of Six per 31st October, 1928 . 150,614 18 9 
cent. per annum, and Income 
Tax thereon 60,000 0 0 

» Reserve Fund .... ° 25,000 0 0 

»» Reduction of Premises Account 5,000 0 0 

>», Balance carried to Balance 


58,201 18 11 ene 
£208,201 18 11 £208,201 18 1 
CHURCHILL, Chairman. 4. E. THORNE, Secretary. 
ARTHUR C. D. GAIRDNER, Deputy Chairman and Managing Director. F. J. SULLIVAN, Accountant. 
HENRY D. McLAREN Director. “ ; 
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THE BRITISH OVERSEAS BANK, LTD. 


—CONTINUED. 
AUDITORS’ REPORT. 

We have examined the above Balance Sheet and compared it with the Books of the Bank. 

We have satisfied ourselves as to the correctness of the Cash Balances and the Bills of Exchange, and 
have verified the Securities. 

We have obtained all the information and explanations which we have required, and are of the opinion 
that the Balance Sheet is properly drawn up, so as to exhibit a true and correct view of the state of the 
Bank’s affairs, according to the best of our information and the explanations given to us and as shown by 
the Books of the Bank. 










GEORGE A. TOUCHE & CO., |) Chartered 
London, E.C. McCLELLAND, KER & Co., { Accountants. 
23rd November, 1928. Auditors. 









DIRECTORS. 
tight Hon. VISCOUNT CHURCHILL, G.C.V.O., Chairman. 








The Ri 
ARTHUR CGC. D. GAIRDNER, Deputy Chairman and Managing Director. 
sir JAMES CAIRD, Bart. The Hon. HENRY D. MCLAREN, C.B.E. 
NIGEL L. CAMPBELL, The Hon. BERNARD ROLLO. 
Sir GEORGE E,. MAY, K.B.E. DUDLEY WARD, C.B.E. 
ADVISORY DIRECTORS. 
Sir ARTHUR A. HAWORTH, Bart. NORMAN L. HIRD. 
.. T. HINDLEY. EDGAR HORNE, 






Sir HARRY McGOWAN, K.B.E, 


MANAGERS. 
WILLIAM DEAN. F. O. A. SPEED. 

H. HOPKINS. R. STEPHENSON, 
DUDLEY WARD, C.B.E. 











DEPUTY MANAGER AND SECRETARY. 
A. E. THORNE. 


FOREIGN EXCHANGE DEPARTMENT. 
H. W. GURNEY, Chief Operator. 
ACCOUNTANT. CONTROLLER. 
F. J. SULLIVAN. Cc. T. JAMES. 
AUDITORS. 
GEORGE A. TOUCHE & COMPANY, London. McCLELLAND, KER & COMPANY, Glasgow. 




















BANCA FRANCO- 
ROMANA 


S.A. 


Established June 1914. 








BANCA MOLDOVA 


LTD. 
BUCHAREST. 


o a 














JASSY 


















Capital Paid Up and Reserves— 
LEI 122.500.000.— 


o a 
Cable Address: MOLDOBANCA. 






Authorized Capital - 250,000,000 Lei 
Paid-up Capital - - 120,000,000 ,, 
Reserve Fund - - 24,000,000 ,, 


























Branches . 


CZERNOWITZ, GALATZ, BRAILA, 

KISCHINEFF, CETATEA ALBA 

(ACKERMAN), BELTZY, RENI, 

TIGHINA (BENDER), ROMAN, 
VASLUI. 


ao G 


HEAD OFFICE, 


5 strada Bursei, Bucharest, Roumania. 
Telegraphic Address: “ FRANCOBANK.” 














45 Branches and Agencies in 
the Kingdom. 





Every kind of Banking and 
Stock Exchange Business 
transacted. 





Every Description of Banking 
Business Transacted. | 
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THE 


ANGLO-SOUTH AMERICAN BANK 


LIMITED 
Head Office: 117 Old Broad Street, London E.C.2 


A COMPLETE INTERNATIONAL 
BANKING SERVICE 


LINKING 


THE OLD 
WORLD AND 
THE NEW 





Associated Institutions := 


BRITISH BANK of SOUTH AMERICA LIMITED 


BANQUE ANGLO-SUD AMERICAINE, SOC. ANON, PARIS 
ANGLO-SOUTH AMERICAN TRUST CO., NEW YORK. 
(ine under Laws of State of New York. ) 


BANCO DO BRASIL 


Head Office: Rua 1° de Marco 66, 
Rio de Janeiro 


Sixth 

Annual 

Edition 
Now Ready 


THE SOUTH AMERICAN 
HANDBOOK IS THE 
INDISPENSABLE ANNUAL 
FOR ALL INTERESTED IN 
SOUTH AND CENTRAL 
AMERICA 
COMPREHENSIVE, COMPACT 
RELIABLE, UP-TO-DATE 


Order through Booksellers 


Capital - - = 100.000;000$000 
Reserves - - = 146.444:514$081 
Paper- Currency 

Redemption Fund  105.435:343$614 


Last Dividend 20% 


Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc 


2 or . 
2/6 net. ; 3/- post free 
irom 


SOUTH AMERICAN 
PUBLICATIONS Lrp. 


Atlantic House, Moorgate, E.C.2 





Commonwealth 22% Bank of Australia 


E. C. RIDDLE, Governor. ——— H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN CoMMONWEALTH GovERNMENT. 
Head Office > - - SYDNEY. 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA, 
New York Agency: 25 PINE STREET, NEW YORK CITY. 


BILLS negotiated and collected. _CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 


COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 3,516 Post Offices in the Commonwealth, &c. 
As at 30th JUNE, 1928. 

General Bank Balances .. + ne rst - 2 oF £46,577,566 
Savings Bank Balances .. aa at ah as a sis 48,124,152 
Note Issue Department . ed ms és re a i 44,493,226 
Rural Credits Department ee ee ee se ee ee 902,955 
Other Items e xs me ee re a és 6,817,561 


£146,915,460 
LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 


Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 





THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital - : - - £4,500,000 
Reserve Fund - £4,450,000 
Reserve Liability of Prapeicters under the Charter £4,506,000 


£13,450,000 
COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. ree The 
C. E. BARNETT, Eso. 

T 2 o pray. RIGHT HON. Tue EARL OF MIDLETON, K.P. 
KENNETH GOSCHEN, Eso. HORACE PEEL age 

Cc. G. HAMILTON, Eso. I SANDERSON. 


T. R. JOHNSON, Eso. IRTHUR WHITWORTEE Eso. 
HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 
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National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 

94 Branches and Agencies throughout New Zealand. 
Authorised and Subscribed Capital eos poe £6,000 ,000 
Paid-up Capital eee ase £2,000,000 
Reserve Fund and Undivided Profits £2,165,572 


£4,165,572 
The National Bank of New Zealand, Limited, receives Deposits for fixed periods at 


rates which may be ascertained on application, and conducts every description of Banking 
Business connected with New Zealand. ARTHUR WILLIS, Manager. 


fi 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 _ RESERVE FUNDS £2,050,000 


Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME, 


HEAD OFFICE: 38 St. Andrew Square, EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. . W. STEVENSON, Secretary. 
Over 190 Branches inanishead Scotland. 


London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 


NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - £3,000,000. 
RESERVE FUND .- . £2,775,000. 


London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan.) 


Capital Subscribed and Fulty Pald - - Yen 100,000,000 
Reserve Fund - - - : Yen 102,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fenztien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, E.C.2. 
D. NOHARA, Manager. 
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APABLE of any design, harmonising with any 
colour scheme; hard wearing, silent and warm 


underfoot—that is Leyland Rubber Tiling. 


Write for Catalogue No. 39. 
THE LEYLAND & BIRMINGHAM RUBBER CO. LTD. 
Head Office & Works - ~ Leyland, Lancs. 
Branches throughout the World. 


Causton. 





THE 


MOSCOW NARODNY BANK 
LIMITED 
ESTABLISHED 1919 
Heap OrFice : 


300 High Holborn, London, W.C.1 
Paris BrancH: 26, Rue Vivienne, Paris 


Bertin BRANCH: _ 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital - - - £1,000,000 
Paid-up Capital - - - - 750,000 
Reserve Fund & Undivided Profit - 131,395 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies. 
Principal _ Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 
London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 


Sterling, U.S. Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.8. of America, and everywhere in the U.$.8.R. 


THE OUT-STANDING 
MERITS OFA. 
GREAT PENCIL 
a ie 4 EE 


PERFECTION is 

attribute common to all 
VENUS pencils—each one 
is as good and true to grade 
as the world’s largest manu- 
facturers of quality pencils 
can make it. 


ENUS 
PENCILS 


17 Blacklead Degrees & Super 
ing(Medium Hard) 
44each -3/9perdozen 
Venus Copying (Medium&Hard) 
34 each-29 per dosen 


s ITS THE LEAD INSIDE 
© MAKES THE VENUS GLIDE > 





( x ) 
FNASASASASASASASASASASZASAs ee. 


: Glyn, Mills & Co. 


(Established 1753) 


ASU Sle SANSA, 


Registeréd with unlimited liability, 1885. 


Incorporating 


CHILD & CO. and HOLT & CO. 


(Established before 1600) (Established 1809) 


BANKERS 


Army and Air Force Agents, Navy and Prize Agents. 


SAMASAS 


ANS 





Head Office: 67, LOMBARD STREET, E.C.3. 


Managing Partners: 
LORD WOLVERTON. 
LAURENCE CURRIE. 
LORD HILLINGDON, 

General The Hon. SIR H. A. LAWRENCE, G.C.B. 
Brigadier-General A. MAXWELL, C.B., C.M.G., D.S.O. 
ERIC GORE BROWNE, D.S.O. 
FREDERICK WILLIAM FANE, 

MARTIN DRUMMOND VESEY HOLT. 


Childs Branch: 1, FLEET STREET, E.C.4. 


Partners : 
FREDERICK WILLIAM FANE, 
SYDNEY ALEXANDER PONSONBY. 


Holts Branch: 3 & 4, WHITEHALL PLACE, S.W.1. 


Partners: 
MARTIN DRUMMOND VESEY HOLT, 
ARTHUR VAVASOUR BARBER. 


Current and Deposit Accounts opened on the usual terms. 


The Bank has Agents or Correspondents in all the principal cities and towns 
throughout the World, and can provide Banking facilities wherever desired. 


Letters of Credit and Circular Notes issued, Currency Drafts supplied, and 
Remittances and Telegraphic Transfers made to all parts. 

Foreign Currency Accounts opened. 

Securities held on customers’ behalf. 

Dividends, Annuities, etc. received, and Coupons Collected. 

The Bank has a special department to advise and assist customers on questions relating 
to Income and Super-Tax. 

Navy and Prize Agents. Salvage Claims preferred. 


THE DUTIES OF EXECUTORS AND TRUSTEES UNDERTAKEN 
Full particulars can be obtained on application to :— 
THE TRUSTEE DEPARTMENT, 
3 and 4, WHITEHALL PLACE, S.W.1. 
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A Banker's Diary 


October— November 


THE ‘‘ London Gazette’’ of November 2 contained an 
announcement that His Majesty in Council had fixed 
November 22 as the “ appointed day ”’ for 

aon on the coming into force of the Currency and 
Note Issues Pank Notes Act, 1928 (see July issue). On 
“that day, therefore, the Bank of England 
assumed liability for the outstanding currency notes and 
began the process of replacing them by its own {1 and 
ros. notes. At the same time the assets held against 
the currency notes liability thus transferred were handed 
over to the Bank of England. According to the last 
returns preceding the change, namely those for 
November 21, the note issue of the Bank amounted to 
£181 millions, against which were held {161 millions 
of gold. Of the total issue, £48 millions were held in 
the Banking Department against deposit liabilities, 
and {56} millions in the Currency Note Redemption 
Account as part of the cover for currency notes. The 
total issue of currency notes and certificates amounted 
to £2853 millions. The net fiduciary issue of both kinds 
of notes together was therefore £249 millions. The Act 
provides for a fiduciary issue of £260 millions, so that 
the Bank of England issue immediately upon the transfer 
was raised by {11 millions over and above the aggregate 
Bank and currency note issues after allowing for duplica- 
tion. This had the effect of strengthening the reserve 
in the Banking Department by a corresponding amount. 
The return for November 28 was historic, not only 

as the first to be issued subsequent to the amalgamation 
of the note issues, but also as supplying more detailed 
information than had been the practice in the weekly 
returns since 1844. The total note issue amounted to 
£419 millions, against which were held {11 millions of 
Government debt, £2334 millions of Other Government 
securities, £10} millions of Other securities, £5} millions 
of silver coin, and £159 millions of gold. The fiduciary 
issue was then {260 millions. The reserve of notes in the 


A 
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Banking Department amounted to £52 millions, leaving 
{367 millions in circulation. The new form of Bank 
return divides Other deposits into bankers’ balances, 
standing on November 28 at £62} millions, and “Other 
accounts,”” at £37} millions. In addition, it breaks up 
Other securities into “‘ Discounts and Advances,’’ which 
stood at £134 millions, and “Securities,”’ at £20} millions. 
No comparable details for earlier dates are supplied. 


THE directors of the Bank of England decided on 
November 15 to recommend to the proprietors the re- 
election of the Right Hon. Montagu Collet 
a d Norman as governor. This will be the 
< aueene present governor’s tenth year of office. 
A departure from precedent has been made 
in connection with the deputy-governorship, which it is 
recommended shall be filled by Sir Ernest M. Harvey, 
until recently Comptroller of the Bank, who on his 
retirement early in November was elected a director. 
The previous practice has been to appoint to the deputy- 
governorship a director of long standing, and this appears 
to be the first occasion on which an official of the Bank 
has been nominated for the office. Sir Ernest Harvey 
has served in the Bank for a period of forty-three years. 


THE long-term credit institution provided for in the 
Agricultural Credits Act, 1928 (see November issue) was 
diets registered as a public company, under the 
= ae title Agricultural Mortgage Corporation, 
Limited, on November 12. The nominal 
capital is £650,000, which amount, according to official 
statements in the course of the debates on the Bill, is to 
be subscribed by the banks. The first directors are five 
in number, one being the nominee of the Treasury, one 
an official of the Bank of England, and another a director 
of one of the Big Five banks. The objects of the Cor- 
poration are to raise money by the issue of debentures, 
debenture stock, etc., and to use it, under conditions laid 
down in the Act, in making long-term loans for agricul- 
tural purposes. The maximum rate of dividend, which 
may be cumulative, on the company’s capital is fixed 
at 5 per cent. The Corporation has not yet begun 
business, but the arrangements for doing so are in process 
of completion. 
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A NEW arrangement, known as Contract B, was made 
available to traders at the beginning of November by the 
Export Credits Guarantee Department of 
pooest the Board of Trade. Under this scheme 
the Department guarantees to an exporter 
or his bank payment at maturity of accepted bills of 
exchange up to a maximum of three-quarters of their 
face value. The actual percentage and the premium 
payable are fixed on the merits of each particular case. 
The scheme is applicable, like its senior, Contract A, to 
all markets except Russia and, as far as textiles are 
concerned, India and the far East. A small committee 
has now been appointed to investigate the working of the 
export credits scheme and to make recommendations. 


THE Irish Free State Currency Commission, immediately 
upon the first issue of the new legal tender notes (see 
October issue), began the publication of 


Irish Free weekly returns, comprising an issue account 
State Currency - 


Notes 


and a balance sheet, relating to this new 
form of currency. By November I0 a net 
amount of {2,892,000 had been issued, and against these 
were held short-term British Government securities 
aggregating {£1,732,000, sterling balances in British or 
Northern Irish banks amounting to £888,000, and 
£272,000 of British legal tender. It is largely in sub- 
stitution for this last that the new notes are being issued, 
and it is in exchange for British notes that the other types 
of asset are acquired. 


THE London portion of the long-awaited loan, under 
League of Nations auspices (see April issue), for exchange 
stabilization, financial reorganization, and 
other purposes in Bulgaria, was issued 
and over-subscribed on November 21. It 
amounted to {14 millions of 74 per cent. sterling bonds at 
96. In addition, a small amount of sterling bonds was 
reserved for issue in Czechoslovakia and Holland, a 
substantial block of franc bonds was issued in France, 
and $13 millions of dollar bonds were placed, principally 
in the United States, but also in Belgium, Italy, and 
Switzerland. The loan was calculated to yield a net sum 
of £5 millions, for allocation according to a schedule of 


Bulgarian 
Loan 
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purposes set out in the prospectus and approved by the 
League Council. Stabilization of the exchange on a gold 
basis, at a parity representing 675 leva to the f£, was to 
be effected immediately upon the issue of the loan. 
Meanwhile the statutes of the National Bank have been 
amended in accordance with the recommendations of 
the Financial Committee of the League. 


A FURTHER credit has been arranged with a view to 
supplementing the measures alteady adopted for stabil- 
; izing the external value of the peseta (see 
a. September issue): At the end of October it 
became known that a group of Argentine 
banks had agreed to extend to a group of Spanish banks 
a credit of 50 million pesos for six months with a possi- 
bility of renewal, to finance the grain shipments to Spain. 
The source of the credit, it appears, is the Banco de la 
Nacion, which is providing the Argentine banks with the 
required funds. About the same time it was stated that 
the Spanish Government had decided to ship to London, 
to provide sterling funds, two million sovereigns out of 
its stock of more than six millions. The general under- 
standing is that this shipment, which reached the Bank of 
England on November 7, will prove to be the first of a 
series. The rate for pesetas was comparatively steady 
following the announcement of these steps. 


IT was made known at the beginning of November that 
an agreement had been reached between the Yugo-Slavian 
Government and the Swedish Match Com- 
pany under which the Company obtained 
the sole right to manufacture and sell 
matches in the country for thirty years. In consideration 
of this concession the Company contracted to take over at 
go per cent. $22 millions of 6} per cent. Yugo-Slavian 
Government 30-year bonds. 


Yugo-Slavian 
Finance 


THE alteration of the constitution required as a pre- 
liminary to the new financial arrangement between 
Australian the Australian Commonwealth and State 
Financial Governments (see September 1927 issue) was 
Arrangement submitted to a referendum at the general 
election on November 17. Substantial majorities were 
recorded in support of the “scheme. 


Ss 
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FURTHER steps have been taken towards final stabilization 
of Rumanian exchange (see August and September issues). 
; On November I0 an agreement was signed 
Rumanian in settlement of outstanding financial 
Stabilization’ ,. . : > "ela 
differences with Germany. Rumania is 
to receive from Germany, in four yearly instalments, a 
total sum of 75 million gold marks, in return for which 
Rumania is to resume the service of the pre-war bonds 
held in Germany and is to abandon other claims, par- 
ticularly in respect of notes issued in Rumania during 
the German war-time occupation. On November 17 
it was reported that an agreement had been signed be- 
tween representatives of the National Bank of Rumania 
and a group of foreign banks of issue under which the 
National Bank is granted a $25 millions revolving credit 
for exchange stabilization. Meanwhile the negotiations 
regarding the long-term external loan have been disturbed 
by the change of government about the middle of 
November. 


Up to the beginning of November the rush of new 
capital issues was fully maintained, a great variety of 
miscellaneous companies offering shares to 
—, the public. Subsequently a marked 
ea slackening took place, and offerings became 
less numerous. In a number of cases 
underwriters had to take up substantial proportions. 
Apart from issues by industrial, trading and other 
companies, the amount of new money raised was not 
exceptionally large. The Peruvian Government offered 
£2 millions of 6 per cent. sterling bonds at 91, which were 
readily taken up. The issue of £1 million of 6 per cent. 
sterling bonds at 94 on behalf of Saarbriicken was also 
over-subscribed. On the other hand, underwriters of 
the Sydney Corporation offer of £2 millions of 5} per 
cent. debentures at 984 were left with 71 per cent. of 
the issue. 


On November 15 the Imperial Bank of India raised its 
Bank Rate rate from 5 to 6 per cent. A rise in the 
Changes Bank of Finland’s discount rate from 6} to 
7 per cent. became effective on November 16. 
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Two Important Problems 





HE publication of the two little tracts* whose titles 

will be found below is an encouraging circumstance 

on more than one ground. It indicates a wide- 
spread public interest in some of the most urgent and 
intrinsically interesting issues which this generation is 
called upon to face and, if possible, to solve. The fact 
that both the authors are practical men not yet divorced 
from the daily conduct of affairs in the City is a welcome 
sign that the reticence which has traditionally been 
associated with the profession of banking is beginning to 
break down all along the line. Lastly, it is all to the 
good that the problems which these authors raise should 
be discussed in a form which frees them altogether from 
any immediate connection with the local situation in 
this country. The future of gold prices and the functions 
which ought to be carried out by central banks are 
not problems which need be discussed solely in terms of 
Mr. Governor Norman, Mr. Churchill, and the Bank of 
England. They concern the world as a whole and should 
be discussed with conscious reference to the wideness of 
the area to which they really relate. It is noticeable 
also that neither Sir Henry Strakosch nor Sir Ernest 
Harvey display that impatience with the conduct 
of the powers that be, because the Conference of 
Central Banks asked for by the Genoa Conference of 
1922 has not yet been called together, which marks and 
mars so much current writing on the subject of monetary 
reform. Plainly, the preliminary condition for the 
holding of such a conference was the universal restoration 
of approximate monetary stability through the return 
to gold. That preliminary condition has now been 
satisfied, and it is possible to begin the discussion of the 
further problems which await solution. 

The two problems dealt with in these two pamphlets 
are complementary to one another. Sir Emest Harvey 
is, in effect, asking how central banks ought to be 

* “Monetary Stability and the Gold Standard.’”’ By ‘:r Henry 
Strakosch, G.B.E. Reprinted from the Economist. 

“Central Banks.’’ By Sir Ernest Harvey, K.B.E. London General 
Press. (Price 1s. each.) 

S2 
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organized ; Sir Henry Strakosch what the aim of their 
policy ought to be. And, since we are in entire agreement 
with Sir Henry that “ nothing could be more detrimental 
to the smooth, efficient, and expeditious working of a 
conference of central bankers than the distractions of 
controversy over fundamentals,”’ let us point to the cir- 
cumstance that these two distinguished authorities would 
appear to be in agreement over one point at least, which 
in our opinion is the most controversial of all. A central 
bank should possess the exclusive right of note issue, 
so Sir Ernest argues, because “it should be the aim of 
monetary policy to maintain the stability of the pur- 
chasing power of the national monetary unit as measured 
internally by the general level of commodity prices and 
by the relation of the unit to gold. To secure this aim 
the central bank should be able to regulate the volume 
of currency and credit in such a manner as to ensure 
that it will at all times be adequate to meet the legitimate 
demands of the community, allowance being made, of 
course, for variations in the volume of trade and pro- 
duction, and that it will at no time become to any 
material extent either deficient or redundant ”’ (p. 16). 
“It is very clear,’’ argues Sir Henry Strakosch, “ that 
any increase in production involves a corresponding 
increase in the volume of exchange of goods and services 
and, other things being equal, calls for a corresponding 
increase in the volume of currency and credit to effect 
this exchange. In a gold standard world it calls for a 
broadening of the base upon which currency and credit 
are built, that is, a corresponding increase of monetary 
gold reserves ’’ (p. 20). To what extent is it really true 
that the “legitimate demands” of the community 
require a stable price level? Let it be pointed out at 
once that if stability in the price level is the main 
desideratum of currency policy, in the long run the world 
will have to face the task of getting off the gold standard 
altogether. Provisionally it may be possible for co- 
operation among the central banks to mitigate the 
severity of price fluctuations, but in the long run it 
would obviously be simpler (provided other conditions 
are fulfilled also, of which more below) if the whole 
world decided to adopt a “ managed currency.” For 
by cutting the monetary unit away from the gold base 
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with which it is at present linked, one element of possible 
instability is at once eliminated. 

Sir Henry Strakosch deals with the question of the 
effects of instability in the price level by means of a 
series of tables showing how a given fall or rise in the 
price level affects the proportionate distribution of the 
national income between the owners of “ fixed money 
obligations ’’ and the rest of the ““ community.”’ Starting 
with a rough estimate of the present situation in which 
the first class gets 26°4 per cent. of the total, whilst the 
other groups get 73°6 per cent., he shows that a fall in 
the price level of 20 per cent. would raise the proportion 
going to the first group to 33 per cent., naturally reducing 
the share of the residual groups to 67 per cent. The 
net effect would be a decline in the real income accruing 
to the residual classes of nearly 10 per cent. “If, for 
social or political reasons, it proved impossible to debase 
the standard of living of the wage-earning class to the 
full extent appropriate to the situation, the deficiency 
could in practice only fall on “‘ profits of enterprise.”’ 
But it is evident that the additional burden these profits 
could bear would be relatively insignificant ; and that if 
they were called upon to do so, and the reward of enter- 
prise were thus reduced to inadequate proportions, the 
incentive to undertake the risks involved in it would be 
destroyed and enterprise curtailed. Serious unemploy- 
ment would be the result.” If it is argued that what 
one class loses the other must make, the answer is that 
“increased share falling to the Rentier class, on the other 
hand, is very sparingly exercised in the purchase of 
consumable goods, and only very gradually and rather 
fitfully in the purchase of capital goods (the latter very 
largely depending on the spirit of enterprise reviving) ”’ 
(p. 18). 

Sir Henry is quite conscious of the fact that actually 
we have not to deal with a fixed national or world income ; 
the general trend of production “ it is certain, is steadily 
increasing.’”’ The important question, however, is then, 
this: will a fall in the price level under conditions of 
increasing production produce the samé deterrent con- 
sequences as a fall in the price level might bring in its 
train if the national real income is supposed fixed ? 
It by no means follows that this is the case. (In any 
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case, a falling price level accompanied by industrial 
stagnation would lead to a reduction of the proportion 
falling to the fixed income-receiving classes through a 
refunding of debt obligations, for the money rate of 
interest would tend to fall and the Government could 
re-borrow at lower rates.) For a rise in real income 
might merely mean that the absolute (and relative 
amount) going to the Rentier class might rise, the absolute 
real income of the “residual classes’’ remaining the 
same, though the proportion going to these classes might 
fall. Or it might mean that whilst real income generally 
was rising, the real income accruing to the “ residual 
classes ’’’ might be rising less rapidly than that of the 
Rentier classes. It may be true, as Sir Henry argues, 
that the vate of progress “‘ is somewhat retarded in periods 
of falling prices,’ but it is nevertheless true that falling 
prices under conditions of fixed production and falling 
prices with increased production taking place are not 
necessarily on the same plane. 

The problem of stabilization, in fact, appears in a 
very different light according as to whether it is regarded 
from the angle of money or of real effort. If human 
labour is becoming more productive, to maintain fixity 
of prices is to deprive owners of fixed income, whether 
these owners are holders of income-yielding securities 
or are salaried persons, of part of the usufruct of economic 
progress. Or, in other words, maintenance of stability 
of prices in terms of human effort requires instability 
of prices in terms of money, and vice versa. Thus it 
would appear that a rate of decline in money prices no 
greater than is warranted by the increase in per capita 
productivity is not inconsistent with, but on the contrary 
is demanded by, considerations of equity in economic 
affairs. Such a conclusion by no means disposes of the 
problem of stabilization as a whole, for the actual decline 
to be apprehended at a given moment of time may be 
considerably more than this. It does suggest that the 
ideal of stability has, in concreto, a more complicated 
content than is obvious at first sight. 

Whatever the manner in which the stabilization 
problem is solved in practice, if it is solved at all, it is at 
least clear that if the central banks of the world are to 
be entrusted with the task, they must not only be “ free 
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from government control and the influence of politics,” 
as Sir Ernest Harvey suggests, but they must be able 
to reckon upon the existence of an instructed and 
acquiescent public opinion. These are conditions which 
it is so easy to assume for purposes of discussion and so 
difficult to realize in practice! The actual tendencies 
seem so much set the other way. Representation of 
different economic interests on the boards of the banks, 
appointment of the chief executive officials by the organs 
of Government, pressure to adjust bank policy to suit 
the economic views of powerful economic groups, are 
phenomena which are to be noted in more than one 
country at the present time. Thus stabilization ceases 
to be merely a question of economic therapeutics; its 
solution involves considerations of a non-economic kind 
as well, and taking stabilization “‘ out of politics ’’ may 
prove in the end to be more of a stumbling block than 
differences of opinion among economic experts on what 
is, nevertheless, still a very thorny intellectual problem. 


A Turning Point in American 
Banking 
By H. Parker Willis 


WO events, the one just occurring, the other to 
occur within the next few months, seem likely to 
open a new era in American banking policy and 

to lead to a re-examination of some fundamental ques- 
tions connected with the operation of the Federal Reserve 
System. The death on October 16 of Mr. Benjamin 
Strong, the governor of the Federal Reserve Bank of 
New York, and the expected transfer of the secretaryship 
of the Treasury of the United States to new hands on 
March 4 next, or soon after, with probable accompanying 
changes in Treasury management, are the occurrences 
which seem likely to bring about a change of front in 
policies that have become of great importance, not only 
in the United States, but in other countries as well. 
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Mr. Strong’s death removes the head of the largest 
of the twelve regional banks which compose the Federal 
Reserve System. It has been often assumed or taken 
for granted in Europe that this bank stood at the head 
of the entire System, and that its governor had the same 
relation to the System that the governor of the Bank of 
England bears to that institution. Such was not the 
case. The head of the Federal Reserve Bank of New 
York had no more officially recognized authority in the 
System than the head of the Federal Reserve Bank of 
Kansas City. Nevertheless, owing to the crowding, and 
unprecedented, events of the first decade of the history 
of the Federal Reserve System, the Reserve Bank of 
New York came to occupy, by the direct wish of the 
Treasury Department of the United States and by the 
tacit compliance of the Federal Reserve Board, a position 
in the Reserve System to which it was not entitled by 
law; and which has been deeply distasteful, not only to 
many of the other units in the System, but to the public 
of the United States in general. That position the 
development of certain policies in Great Britain and 
elsewhere has undoubtedly tended to consolidate and 
strengthen during the past five years, but whether the 
position thus held can be maintained is quite another 
question, and gives to the change of headship of the 
Federal Reserve Bank of New York and of the Treasury 
Department an international significance which normally 
it should not have. 

This situation is of profound interest from the stand- 
point of general governmental control of central banking, 
as well as from the standpoint of the immediate problems 
of international credit and financial relationships. It 
cannot be understood without first taking a glance at 
some chapters of American banking history which have 
been forgotten in the excitements of the past fifteen 
years. In 1914 the Federal Reserve System was organized 
and the several reserve banks were requested to select 
“governors.” This request came from the Federal 
Reserve Board at Washington, which had been con- 
stituted the general directing authority of the system. 
The title was not known to the Federal Reserve Act, 
and had no legal warrant. It was suggested by a 
member of the Board, who explicitly stated that he 
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thought it might dignify the position of the executive 
head of each of the reserve banks, and might induce 
bankers to take the post who otherwise would not be 
willing to do so. So twelve “governors” were appointed 
by the several boards of directors of the reserve banks, and 
among them Mr. Strong, all with the recommendation 
and approval of the Federal Reserve Board itself. 

Almost immediately a very sharp division of opinion 
developed itself between the Reserve Board and these 
governors. This division of opinion related to the 
question whether the original Reserve Act had intended 
to give the real power of management over banking 
affairs into the hands of the executive managers of the 
System, or had intended to keep it in the hands of the 
Board. The governors naturally held to the former view, 
while the Board or a majority of it adhered to the latter. 
The governors formed a so-called ‘‘ Council of Governors” 
which was itself not known to the law, and this Council 
almost immediately assumed a great many functions and 
duties which it proceeded to discharge without more 
than merely nominal consultation with the Board. This 
state of things grew more marked until 1916, when 
Mr. W. P. G. Harding succeeded Mr. C. H. Hamlin at 
the head of the Federal Reserve Board. Within a few 
months after Mr. Harding’s nomination he made it known 
to the Council of Governors that he could no longer 
tolerate the assumption by that body of extra-legal 
authority. The result was the resignation of two or three 
of the governors. The remainder, however, reformed 
their forces under the leadership of Governor Strong. 
An adjustment was arrived at whereby this Council or 
the members of it agreed to meet in consultation with 
the Board at periodical intervals, and thus the Board 
practically admitted them to partnership in the manage- 
ment of the System, though it had refused to accept 
their overlordship. The part played by the United 
States in the war, however, necessitated the concen- 
tration of all attention upon war financing and the 
relegation of personal animosities and prejudices to the 
background. An armistice was, therefore, declared in 
the Federal Reserve System. 

But now a new element entered the situation. The 
Treasury Department came to lean very heavily upon 


, 
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the Federal Reserve Bank of New York; and the then 
Secretary of the Treasury, Mr. W. G. McAdoo, who 
himself transferred his headquarters to New York just 
at the close of the war, sought to conciliate the good 
feeling of New York bankers by deferring to their views. 
He unwisely allowed the Federal Reserve Bank of New 
York to become the sole representative of the Reserve 
System in all foreign dealings, as he had encouraged it 
to become the primary factor in the placing of Govern- 
ment loans. Thus he practically recognized, and set 
himself to build up, the single centralized banking idea 
in the United States. After the war the Board was 
never able to recover the position assigned it by law; 
and upon the advent of the Harding Administration in 
1921, the new Secretary of the Treasury, Mr. A. W. 
Mellon, reinstituted the policy of Secretary McAdoo, 
treating the Reserve Bank of New York as in all respects 
the right hand of the Treasury in its dealings with the 
money market. In return for its direct support of the 
Reserve Bank of New York, and as a part of its general 
policy, the Treasury may have expected to receive the 
benefits of very easy money in the management of its 
debt-refunding operations. At all events, an easy money 
policy was established. Close relations between the two 
have worked further and further toward highly-centralized 
banking since the Reserve Bank has steadily sought 
to enable the Treasury to maintain its international 
debt-refunding plans. 

Thus matters were developing at the time when Great 
Britain began definitely to plan to go back to the gold 
standard. It was undoubtedly the wish of all well- 
disposed and thoughtful men in the United States that 
this country should in every way use the great gold 
accumulations which had come into its possession as a 
fund for the establishment of the gold standard in full 
force wherever European countries desired to have it 
restored. There was abundant power in the Reserve Act 
to do all that was necessary in that connection. However, 
under the leadership of the Reserve Bank of New York, 
the Board was induced to sanction a series of secret 
negotiations apparently leading to a type of financial 
obligation on the part of that Reserve Bank which was 
not wholly sanctioned by law. A statement descriptive 


a 
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of what had been done, given out by the Reserve Bank of 
New York, apparently explained matters satisfactorily, 
but was almost immediately modified in important 
particulars by the facts disclosed on the floor of the House 
of Commons on behalf of the British Treasury and of the 
Bank of England. One result was severe criticism, not 
originating from any anti-British sources, but from those 
who, while sympathetic with the idea of doing all that 
was possible to be done to facilitate Great Britain’s return 
to the gold standard, did not like the way in which the 
undertaking had been carried out. 

Since the credit established in favour of the Bank of 
England, there has been a succession of other credits in 
other European countries, or what is the same thing, an 
agreement to buy bills from or on behalf of the central 
banks of those countries, should circumstances so require. 
In this way, the Reserve System, operating through the 
Reserve Bank of New Y ork, has aided psychologically and 
potentially in the restoration of the gold standard in 
Europe, even though in a fashion and under conditions 
that opened the way to home criticism. The final 
development in the evolution of Anglo-American financial 
relations came in the summer of 1927. There had been, 
before that time, a good deal of tileet to hold rates 
steady as between the United States and Great Britain, 
keeping the discount rate in New York slightly lower than 
that in London. In 1927 a still lower discount rate was 
desired, and the Reserve Bank of New York immediately 
established it, while the Reserve Board, acting in har- 
mony, immediately set about to force it upon other 
reserve banks. This effort was successful, although at 
the cost of much friction and criticism in the course of 
which the governor of the Board himself retired to private 
life. His successor found it necessary to permit the 
raising of rates, and such an advance took place after the 
United States had given up a large amount of gold and, 
much more important still, after the low rates had been 
used as an instrument for building up a wholly unpre- 
cedented stock market inflation. By the summer of 1928 
practically all authorities in the United States, and many 
in foreign countries, were agreed that the policy pursued 
by the Reserve System, and particularly that followed by 
the Reserve Bank of New York during the past three years, 





254 THE BANKER 


had been of exceedingly doubtful wisdom and had pro- 
duced results far more expensive, not merely to the United 
States and its banks but to the European community 
as well, than was warranted by any technical advantages 
that might be regarded as having been produced by it. 
In these circumstances, the United States plunged 
into the Presidential election of the past autumn with the 
obviously implied result of changes in the Cabinet. Mr. 
Hoover’s election by a large majority has been thought 
by many to mean the continuation of existing Treasury 
policies, either under Secretary Mellon, to whom the 
President-elect may quite likely offer reappointment, or a 
successor, probably one who is now a member of his 
staff, and who would want to follow closely in his foot- 
steps. Such continuation, however, is by no means certain 
regardless of the personnel of the Treasury. The death 
of Mr. Strong, of the Federal Reserve Bank of New York, 
moreover, has made it necessary to select a successor, 
who may or may not be in sympathy with the policies 
that have been practically forced upon the System 
through the joint efforts of the Treasury and the Reserve 
Bank of New York under Mr. Strong’s governorship. 
In electing Mr. Gates W. McGarrah, the chairman of its 
Board of Directors, as acting governor, the Board of 
Directors of the Reserve Bank of New York have taken a 
step which is construed, probably rightly, as representing 
merely an intention to hold things in suspense for the 
time being. Many candidates for the governorship have 
of course appeared, but whoever is appointed will un- 
doubtedly be named with the understanding that he is 
to follow a well-marked policy with regard to discount 
rates and with reference to the relations of the bank itself 
and the Reserve System. There are many reasons for 
drawing the conclusion that that policy will not be the 
one which has been pursued in the past and which has 
given the ground for dissatisfaction already outlined, 
even if there should seem to be no difference just at the 
first, and even if there should be a disclaimer, officially 
issued, of any intent to change existing methods or 
conditions. Beyond question, the whole subject of policy 
is being threshed over. Influential New York bankers 
are almost uniformly of the opinion that what has been 
done in the past was not wise, and further that, wise or 
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not, the time has come when an entirely new course of 
action must be followed. Mr. Hoover will necessarily 
have to give these factors due weight, and Mr. Mellon, if 
indisposed to do so, will doubtless retire, if not at once 
then after a moderate interval. 

What will the new course of action be? It is not 
possible at the present time to predict with any accuracy 
the outcome of the sharp conflict which is in progress 
within the Federal Reserve System, and those who 
profess to know what will happen are necessarily assuming 
something which they cannot substantiate or defend. 
It is, however, perfectly possible to indicate the point of 
view of the conflicting parties and the chief factors which 
will be influential in shaping the outcome. First of all, 
of course, is the circumstance that the banking system of 
the United States is now tremendously inflated. As the 
National City Bank has expressed the situation in a 
recent monthly circular, the reserve ratio of the United 
States is not 65 per cent. as indicated by the official 
figures, but is 6°5 per cent. This is another way of saying 
that the liabilities which are spoken of as resting upon the 
gold held in the reserve banks are not the liabilities of 
the reserve banks themselves, but are the liabilities of the 
member banks whose reserves the Reserve Bank is holding. 
The second great factor in the situation is found in the 
fact that in all about $5,880,000,000 are now involved in 
brokers’ loans, with another very large sum loaned at 
member banks to individuals who are borrowing upon 
stocks and bonds as collateral. Moreover, the stock 
market is now demanding, and getting, an increase in this 
sum at the rate of $50,000,000 to $100,000,000 a week. 
It is plain that this growth cannot continue indefinitely, 
indeed, that the amount of credit already involved in the 
stock market must be considerably reduced. How will 
this result be brought about ? It would ordinarily result 
either from a general raising of rates of discount or else 
from a refusal of rediscount credit to banks which are 
largely in the stock market or which have large loans to 
brokers. Already several of the interior reserve banks 
have resorted to the latter plan, although they have 
made no public announcement of the fact. They are 
simply refusing to discount any paper, except perhaps for 
a day or two at a time, in favour of member banks which 
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are in the habit of sending money to New York for use 
in the call market. If this practice should become more 
general, banks which need new funds for commercial 
purposes could get them only by calling loans in the stock 

market. The result would be a withdrawal of credit 
with a corresponding decline of values. To this course 
there are serious obstacles. An immediate withdrawal 
of credit, even in a very moderate percentage, would 
throw the market into confusion and cause widespread 
collapse. Many of those in the Reserve System consider 
that the damage which would be produced in this way 
would be far greater than that which would come from 
continued maintenance of existing conditions; while 
they also believe that the reflex effects of such a shrinkage 
upon the foreign investor and the foreign market would 
be so unfavourable as more than to offset the benefits 
presumably derived from the holding matters steady, 
as at present, without any considerable shipments of gold. 
If the reserve banks cannot employ the policy of rationing 
credit in this way, they would seem to be shut off from 
still another means of relief. 

Thus far all attempts to get the individual commercial 
banks and the market in general voluntarily to “slow 
down” in their operations and not force such a policy 
upon the Reserve System have failed. Many banking 
authorities, therefore, think it practically essential to do 
something along one or both of the lines that have just 
been mentioned. What would be the effect of such 
action ? Critics reply that an increase in discount rates 
would still further isolate the American from the Euro- 
pean markets. It would, moreover, tend, as all now 
admit, to attract more capital from foreign markets to 
the United States. According to Secretary of the Treasury 
Mellon, foreign banks had already, a year ago, at least 
$2,000,000,000 on deposit in this country. There is no 
way of knowing exactly what change has taken place 
in this item during the past year, but practically all 
observers today admit that the amount so carried on 
balance is certainly very much larger than it was at the 
close of 1927. The Stock Exchange, which, on the morn- 
ing of November 3, reported an increase in the loans 
obtained by its members from banks during the month of 
October amounting to $366,000,000, also reports that a 
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large proportion of these loans is obtained from sources 
outside the regular banks. According to the. figures 
furnished by the Federal Reserve Board’s weekly reports 
combined with the Stock Exchange reports, the amount 
so obtained from “outside sources”’ is fully $2,800,000,000 
at the present time. A certain part of this sum is ad- 
vanced by business enterprises which happened to have 
a surplus that they are willing to dispose of on loans, 
but undoubtedly a very substantial proportion of it 
has been attracted here from foreign markets. To do 
anything which would tend to aggravate this inward 
movement would still further impede the maintenance of 
the present international central banking agreement with 
respect to gold and gold holdings. 

There have already been symptoms of a renewed 
setting of the gold tide toward the United States. This 
shifting of gold was active during the early part of the 
year, then was checked during the summer ; but with the 
raising of call rates this autumn the tendencies already 
noted were resumed, and since the opening of the month 
of October there have been importations amounting to 
about $35,000,000. Very much more would have been 
imported had it not been for the existence of the “ gentle- 
men’s agreement”’ between central banks already referred 
to. If gold should come back at this time it would, in 
the judgment of many reserve authorities, and outside 
bankers as well, be taken as a warrant for still further 
inflation. It is, accordingly, not desired to do anything 
that would tend to bring about a renewed shifting of the 
metal. Operations, therefore, which would involve or 
entail consequent transfers of gold are obviously looked 
upon as a last resort. This still further narrows the field 
of expedients which might be employed at the present 
time. 

It seems, therefore, to some of those who are influential 
in shaping the present credit policies of the system, that 
the time has come to break away from the plans and 
methods that have been practically forced upon the Board 
at Washington during the past four or five years. In 
making this break it is, however, desired to stabilize 
things at somewhat their present level and to bring about 
an understanding or agreement whereby the large com- 
mercial banks will themselves take the position that they 
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cannot go farther in making speculative loans, so that 
somewhat the same condition that was brought about 
by the so-called “money pool”’ during the war is restored. 
The money pool at that time exacted from each dealer 
or broker in the stock market a pledge that he would not 
lend to his customers more than the amount that he was 
lending at a specified date in the past, and in return for 
this promise it was agreed that money rates should not 
exceed 6 per cent. The question whether the rank and 
file of the banks can be induced to come into some such 
tacit agreement now, hold matters practically where 
they are, refuse new credit to new applicants, decline 
additional credit to those who already have it, prevent 
further exportation of gold and discourage importation 
by avoiding any substantial change in the present con- 
ditions, pending the time that a new discount and gold 
policy is developed by the Bank of England and by the 
other central banks which are members of the group that 
has been endeavouring to regulate international exchanges, 
is one possible expedient that is now being presented to 
the Reserve System. Along with it is raised the problem 
whether proper representations to foreign central banks 
may not result in successful pressure by them to compel 
other banks in those countries to keep out of the New York 
call market. 

The new governor of the Federal Reserve Bank of 
New York will have to develope ways and means for 
carrying these or similar remedial proposals into effect. 
In the meantime, of course, new developments which are 
coming thick and fast from day to day may become such 
as to necessitate the application of prompt remedies whose 
use had not been desired—such, for example, as sharp in- 
creases in discount rates. Whether this will be requisite or 
not is still uncertain. The banking system of the United 
States is in a difficult, delicate, and dangerous position, 
and the most hopeful aspect of the whole matter is that 
the situation is gradually being perceived in its true light. 
As a result there is today a search for remedies which has 
not been attempted for years past, and a distinct decrease 
of the self-satisfaction which has for a long time prevailed 
in financial circles. Whether as a result some practicable 
policy can be evolved upon the lines that are now under 
advisement still remains to be ascertained. 
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The French Political Crisis 


By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 


HE English reader will doubtless be not surprised 
to see me devote my article this time to the 
governmental crisis through which France has 

just passed. International financial circles have paid 
a good deal of attention to it and there has been sufficient 
endeavour to establish a link between the financial 
situation of France and the fate of the Poincaré Ministry 
to suggest that, in spite of appearances, an objective 
interpretation of recent events would not be too foreign 
to the subjects with which I usually deal here. 

The general outline of the events is no doubt familiar. 
The Radical Party in its congress at Angers, having 
declared itself hostile to the policy of M. Poincaré as 
reflected in his financial proposals for 1929, the Radical 
Ministers had to resign and brought the Government 
down with them. 

The journals of the Right set out to dramatize the 
event and the Press in general has interpreted it very 
inaccurately. The Radical Congress in no way attacked 
the financial policy practised by M. Poincaré from 1926 
to 1928. It approved this policy, and in so doing gave 
proof of the consistency of its views, since in their general 
effect the methods employed for the recovery and sub- 
sequent stabilization of the franc were directly inspired 
by the plan of the experts which the Radical Party 
brought into being and then made its own. 

If we have often had occasion to criticize the methods 
of application, for example the delays involved in 
stabilizing the franc, we have never ceased to reiterate 
that from the highest point of view the President of the 
Council was only putting into practice slowly and some- 
times under another name, the measures which my 
party had itself recommended. And in spite of the fact 
that he still denies it, is he not proceeding to the ratification 
of inter-allied debts ? 

But the formula of National Union so cleverly imposed 
in 1926 to open up the counsels of government to a 
minority of the Right could not continue indefinitely. 

T 
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It had united in the same Ministry the representatives 
of programmes not only different but contradictory. 
It reduced the activity of the Government to a minimum 
in all fields other than finance and large external interests. 

Moreover, my party, which corresponds exactly to 
the English Liberal Party, had many times specified 
that it duly intended to accept this obligation to im- 
mobility only during the period necessary for financial 
reconstruction. It was known to everyone that once 
this task was finished the Radicals would resume their 
liberty and devote themselves to securing the reforms 
demanded by their party. 

The stabilization of the franc, although delayed to the 
extreme limit for reasons much more political than 
technical, was imposed last June. Several months having 
elapsed since then it was logical that the Radical Party 
should think of resuming its liberty and of defending 
its programme either in power or in opposition. 

It is probable, however, that it would have granted 
the Ministry of National Union a supplementary period 
to enable it to put the finishing touches to its work if 
it had not been too evident that the Government, in- 
capable no doubt of preserving its immobility, was 
leaning deliberately towards the Right. 

Three categories of facts particularly impressed the 
Radical electors. It seemed to them that, under cover 
of encouraging the missions for teaching French abroad, 
the Government of National Union was preparing to give a 
legal investiture to congregations such as the Jesuits, 
which the Monarchy as well as the Republic has at the 
most tolerated without ever according them a status. 

My party, wnich is wrongly accused of being anti- 
religious—nothing is more false—is on the contrary 
constantly on the watch for encroachments by the Roman 
clergy. It therefore revolted violently. 

The position of the Government was particularly 
false. It was wrong in introducing into the finance law 
provisions favourable to the religious teaching orders. 
That required a special law which the legislation on 
associations has provided for and rendered possible 
elsewhere. To slip such an important modification into 
a budget scheme was to do violence to laws already in 
operation, and at the same time to evidence the intention 
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to evade as far as possible the inevitable parliamentary 
discussion. Is it surprising that the Radical electors 
thought it time to cut short the possible compromises 
of the Government with the clerical party ? 

Further, M. Poincaré was displaying a propensity for 
exaggerated militarism, not only by inscribing in the 
budget excessive military expenditure, but also by de- 
livering in September a speech at the monument of 
Maurice Barrés with extravagant eulogies of the dead 
Nationalist leader which irritated the Left. 

Finally, in the recent cantonal elections, the republicans 
were exasperated to see their opponents, not only the 
moderates but the extreme representatives of the Right 
known for their Royalist sentiments, invoke the name 
of the National Union and of M. Poincaré. 

It was inevitable that this state of mind should express 
itself at Angers. Far from encouraging the militants of the 
party, the leaders and—I have the right to say it—myself 
in particular, took continual care to keep them in check. 

My part has been travestied. That happens very 
often in my case. But I continually exhorted my 
friends to calm. I succeeded in restraining them, but 
I was at no pains to conceal my willingness that they 
should express clearly what they wanted to say. 

For his part, M. Herriot quickly realized that it was 
impossible for him to defend the policy of the Govern- 
ment to which he belonged before a Congress which he 
thought it necessary to attend although a Minister, a 
debatable custom which, in France, entails many more 
disadvantages than advantages. 

In any case, he stoutly supported the conclusions 
developed with great talent by a young deputy of my 
department, M. Montigny. These conclusions I can 
summarize shortly. M. Montigny demanded that the 
Government should renounce clericalism, moderate its 
military expenditure, and decide upon various reasonable 
and moderate reforms, none of which could in the 
slightest degree compromise the financial situation of 
France. 

From the moment that M. Herriot and the other 
Ministers declared themselves in agreement on this 
point with their party they could not continue to colla- 
borate with M. Poincaré, and the President of the Council 
T2 
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tried in vain to obtain the co-operation of other Radicals 
in his new Ministry. 

The formation of the new Cabinet has made visible 
the symptoms which alarmed the militant Radicals. 

The Government has moved deliberately to the Right 
and the few formal concessions which it has promised 
have not modified the fact of the complete rejection of 
the Radical Party from the governmental majority. 
If any doubt remained as to the opinion of French demo- 
cracy on the present Government, the resignations of 
M. Paul Boncour and M. Jouhaux would suffice to make 
evident the breach which has opened between M. Poincaré 
and the partisans of a policy of reform and peace. 

It would be rather useless to calculate the duration 
of the new Ministry. The discussion and the vote on the 
budget will probably assure its existence up to January. 
Then will come the great questions: the settlement of 
reparations, the widening of the foundations of European 
peace, social legislation destined to raise French labour 
legislation to the level attained in the great European 
countries. Then it will be necessary for all, deputies 
and ministers, to declare plainly whether they are for the 
Right or the Left. . . And the time is not far off. 


Death of the Chairman of the Royal Bank 
of Scotland 


On November 27 died Robert William Dundas, 
chairman of the court of directors of the Royal Bank of 
Scotland, and an eminent Scottish lawyer. Born in 1881, 
he was educated at Winchester and New College, Oxford. 
In 1908 he joined the firm of Messrs. Dundas & Wilson, of 
which his father, grandfather and great-grandfather had 
successively held the office of senior partner. During the 
war he served in the 8th Battalion of the Royal Scots, 
and was awarded the Military Cross and the rank of 
Chevalier of the Legion of Honour. By his untimely death 
Edinburgh loses a most public-spirited citizen, and the 
Royal Bank of Scotland is deprived of one who was 
intensely interested in the direction of its affairs and was 
ever anxious to maintain and enhance its great traditions. 
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Engravings, Drawings and Paintings 
in the Bank of England 


An Historical Catalogue 
By Professor A. E. Richardson, FS.A., F.R.LB.A. 


HIS excellent catalogue* epitomizes the history of 

the Bank of England. The preface is short, the 

explanatory notes are brief, the arrangement of 
the illustrations precise. As a production it can be said 
to have all the attributes of the purse of Fortunatus ; the 
more you gather from the contents the more there is to 
have. To most people the Bank is a mystery building. 
The screen-walls to Threadneedle Street, Lothbury, 
Bartholomew Lane, and Prince’s Street mask four acres 
of offices and banking halls. To be more exact, before 
the acceptance of Sir Herbert Baker’s fine plan the 
space behind the outer works was built over in the closest 
formation. Now all within is to be changed, but the 
outside walls are to remain. For more than two hundred 
years artists and topographers have recorded the changes 
which have taken place. But it was not until Professor 
C. R. Cockerell became the official architect, in 1833, 
that a beginning was made to collect the rare prints and 
original drawings illustrating the Bank’s intimate history. 
The nucleus of the present series began with two folio 
volumes in the directors’ library. Some few years ago 
search was made in the various departments for other 
records. In addition, the disposal of the famous Gardner 
collection of ‘‘ London Views,”’ in 1923, helped very con- 
siderably. Today sufficient material is in readiness for a 
monumental account of the famous building. 

As the illustrations and portraits are studied we enter 
into the atmosphere of other days. We think of the 
Scot, William Paterson, who submitted his scheme for a 
National Bank at a time when Pepys and Evelyn were 
still active. We view Grocers’ Hall as it was in 1694, 
when Sir John Houblon was the first governor, with 

* Printed for the Governor and Company of the Bank of England 
by Stanley B. Chamberlain at St. Luke’s Printing Works, Old Street, 
E.C.1. 1928. 
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Michael Godfrey as deputy, and fifty-five assistants 
formed the total banking staff. 

Thus the establishment continued, through the reigns 
of Queen Anne, George I, and well into the reign of 
George II. The Bank was the rallying point for stricken 
finance at the time of the South Sea Bubble ; the reality of 
its existence was an inspiration to Sir Robert Walpole 
during his long administration. There was also some- 
thing prophetic in the fact that Sir John Houblon’s 
house stood on the site of what a few years later was 
destined to be the financial centre of London. The 
Threadneedle Street site was chosen in 1732 for the new 
building which, agreeing with contemporary taste, was 
designed on highly Palladian lines. The “ Perspective 
View of the Bank of England,” published in 1739, gives 
aerial presentation to the scheme projected by the 
architect, George Sampson. This new building was 
ready in 1734. Six months after it had been opened for 
public business a statue of William III was set up. The 
external appearance of the Bank foreshadowed a new 
expression for public buildings. The character of the 
facade was symbolic of the prosperity of the City. 
Government had been stabilized, overseas trade had 
increased, and the Hanoverian succession was more 
certain. The abortive events of the ‘forty-five, it is true, 
had disturbed the City, but until “Black Friday,” 1746, 
there had been nothing alarming to equal the scare 
caused by the great recoinage of 1696. Two years after 
the first opening at Grocers’ Hall, the directors had been 
compelled to suspend payment of their notes. In 1746 
suspension is said to have been staved off by paying each 
note separately in shillings and sixpences. An early 
watercolour drawing by Thomas Malton, dated 1765, 
gives a view of the centre feature of the Bank as ‘it 
appeared from the arcade of the second Royal Exchange. 
This was drawn about the time Sir Robert Taylor had 
completed the east and west wings. Thomas Malton’s 
aquatint of 1781, and the painting by William Marlow, 
1790, show the whole range of the Threadneedle Street 
front. When Sir John Soane was first appointed architect 
to the Bank, business had increased to such an extent 
that_a complete remodelling, not only of Sampson’s work, 
but of the additions made by Sir Robert Taylor, was 
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projected. Soane began his operations by building the 
screen to the north front, and he gradually extended this 
work on all sides until it was found that the central 
columns would stand on the pavement. Eventually the 
centre front designed by Sampson was encased, and the 
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appendages added by Taylor were removed. Soane’s 


triumphs included the rotunda, 57 ft. in diameter, many 
fine vaulted halls and corridors, pol a system of fireproof 
construction, entirely novel. Soane appeared as a young 
man on a scene abounding in Palladian conventions. 
When his work was completed in 1827 the external 
appearance of the Bank was that of a_ stronghold 
embellished with Piranesian and Greek detail. As the 
illustrations show, Sir John Soane accomplished his task 
in workmanlike fashion. The new Lothbury Court was 
considered to be a masterpiece of ingenious composition ; 
the corner toward Lothbury, a free adaptation of the 
Temple of the Sibyl at Tivoli, came in for equal approval ; 
it had involved a hundred alternative designs. Soane 
had a gift for architectural rhetoric; his detail was 
original, and his inventive powers knew no limit. He 
could turn his facile pencil to the embellishment of 
vaulted surfaces, to sculptural reliefs, and the design of 
office screens and furniture. He imparted to the Bank a 
plan formation exactly suited to its functions. Externally 
his success was not maintained. There were critics who 
thought the “Old Lady” looked far from seemly in 
Greek curl papers. The lithograph by O’Connor shows 
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the Threadneedle Street front as it appeared in 1850, 
and as it continued to look until quite recently. This 
lithograph shows the metamorphosis of 1848 which was 
suggested by Professor Cockerell. The professor gave 
more dignity to the skyline of the Threadneedle Street 
front by removing superfluous scrolls and finials. 

For more than a hundred years the classic architecture 
of the Bank, remodelled by Sir John Soane, has formed 
a background to the financial activity of the City. It has 
become as symbolic as the biackened front of the Mansion 
House or the great bleached mass of St. Paul’s. A long 
succession of artists found themes in the stern facades 
and spacious halls. But their work has the additional 
interest of introducing the figures of old Londoners into 
the foregrounds. For this reason the prints, engravings, 
aquatints and paintings in the Bank collection make an 
appeal denied to the photography of later times. When 
we study these conventions we are confronted with 
busy scenes. Little effort is necessary to recall the 
clatter of hoofs on the stone sets, the cries of the porters, 
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and the comings and goings of the myriads to whom the 


curious old world which has passed was sunny. Although 
the aquatints prepared by Malton, such as ‘“‘ Lothbury 
Court,’’ 1801, ‘‘ The Garden Court,” 1790, “‘ The Court 
House,” 1790, and Sir Robert Taylor’s ‘‘ Rotunda,” 
‘Transfer Office,’ and “ Four per Cent. Office” are 
unique as architectural renderings, we turn to the 
vivacious drawings by Rowlandson for precise knowledge 
of the crowd. Of this artist’s work, the finest is the 
watercolour, No. 169, showing Sir Robert Taylor’s 
“ Rotunda’”’ in use as the Stock Exchange. In this 
example the architecture is reduced to sketchiness, but 
the crowd is typical, anatomy and caricature reigning 
supreme. When Rowlandson worked with Pugin, as was 
the case in ‘‘ The Pay Hall,’’ 1808, the interior of the hall 
is treated with more respect. The figures of people are 
adjusted to the architectura! dimensions. Ina word, these 
drawings privilege us to be in the period but not of it. 
And so we could go on with the delectable entertain- 
ment of picking and choosing. Among the portraits 
there is the grave Sir John Houblon in all his bewigged 
dignity of Lord Mayor of London; the kindly Daniel 
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Race, Chief Cashier in 1751, and Abraham Newland, the 
son of a Southwark baker, who became Chief Cashier in 
1778 and resigned in 1807. In his day it was pleasant 
to live at Highbury. There is the mezzotint of Sir John 
Soane the architect by C. Turner from the portrait by 
Sir Thomas Lawrence. Even those who defrauded the 
Bank have a place—for example, Henry Fauntleroy, 
who transferred various stockholdings by means of forged 
powers of attorney. The Bank of England lost £250,000 
through his frauds, and he was hanged after trial at the 
Old Bailey in spite of the strenuous efforts of influential 
friends. 

The Bank had its military side, not only in the nightly 
guard which protected its vaults from the time of the 
Gordon Riots, but in its corps of volunteers who during 
the Napoleonic Wars responded to Pitt’s appeal. ‘‘ The 
Bank Volunteers,’ 1799, in review order at Hampstead, 
by Thomas Stothard, and the ‘‘ Bank Volunteer” by 
P. W. Tomkins, 1809, are typical of the series of prints 
and engravings of this section. 

Finally, there is an aquatint of Sarah Whitehead, ‘‘ The 
Bank Nun.” She was sister to Paul Whitehead, a clerk 
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in the Bank from 1797 till 1810, when he resigned. A 
year later he torged an acceptance to a bill and was 
sentenced to death. Miss Whitehead lost her reason, and 
for years after she used to wait for her brother outside 
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the Bank. Her pathetic figure, clothed in black with a 
hood over her bonnet, was well known in the City until 
her death in 1837. The wonder is that this tragedy was 
not used by Charles Lamb. 

The catalogue concludes with Malton’s illustration of 
the Western Branch, Uxbridge House, Burlington 
Gardens, and St. Luke’s Hospital, now the printing 
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department, by George Shepherd. This short review 
attempts nothing more than an appreciation of the 
plates, the admirable letterpress describing the prints, etc., 
and the fine quality of the make-up. 

The full story of British banking has yet to be written ; 
that of the Bank of England is pre-eminent. Not only 
does the latter mark the rise of banking as a national 
institution in this country, but its history proceeds, pari 
passu, with the development of the country’s industry 
during the eighteenth century. It is clear, for the 
purposes of the catalogue, that the prints and drawings 
have been selected to relate the pictorial aspect of the 
Bank’s life to the mass of recorded facts which are in 
readiness for an able pen. 

Within the limits of this octavo volume you may peep 
into the life of a London that has vanished. You will 
find the architectural surroundings touched off in pale 
tints with a haunting mellowness. The people, to whom 
those surroundings were once real, take their places in 
costume; you find them as they were under Dutch 
William, Anne, the four Georges, William IV, and Queen 
Victoria. You will become familiar with old shops, oil 
lamps, hucksters, hackney coaches, country wagons, 
chariots, cabriolets, and the first omnibuses. Even in its 


SIR ROBERT TAYLOR’S ROTUNDA WHEN USED AS THE STOCK EXCHANGE 
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domestic affairs the Bank has always been thorough. 
There is the tradition which sanctioned silver ink-pots 
for the chief cashiers, and silver coffee-pots for those 
privileged to breakfast within the precincts. The present 
catalogue has the finish of a bank-note, and this is to 
praise it mildly. 





Central Banking Bulletin 
CHANGES AT THE BANK OF ENGLAND 


R. MONTAGU NORMAN has again been re- 
M elected governor of the Bank and Sir Ernest 

Harvey, recently comptroller, has been appointed 
deputy-governor. The latter appointment is of great 
significance, as it may mean that the deputy- 
governorship is to be a permanent office to be held 
in future by a trained banker. If this be a true 
interpretation of this recent stroke of policy, the 
ancient problem of providing a permanent head of 
the organization of the Bank has been wisely solved. 
Sir Ernest Harvey’s abilities and experience are exactly 
the qualifications required for such an office. 


BANK OF ENGLAND 


The Bank of England has had recently several 
distinguished overseas visitors. Dr. Schacht, president 
of the Reichsbank, came over for a short visit in 
October to ascertain the Bank of England’s attitude 
towards the efflux of gold to Germany. Dr. Pospisil, 
president of the Czechoslovak National Bank, was 
another of the Bank’s visitors, while Mr. Rygg, 
governor of the Bank of Norway, also paid a visit to 
Mr. Montagu Norman. It is believed that he consulted 
with the authorities concerning the coming conference 
of the Scandinavian Monetary Union. Questioned 
about the object of his journey, he made the following 
statement :— 

I am visiting London principally to maintain contact with the 
Bank of England. I should have been here long ago, and the Governor 
has often invited me to come, as co-operation between central banks 
is developing more and more intimately. But I have been too tied up 
by my duties during this difficult period. Since I had the opportunity 
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I have taken advantage of the Governor’s kind invitation. As you 
will understand, I have no particular business to do, and there is 
no question of credit or of anything else of the kind. During my 
stay here I shall use the opportunity of seeing some of our good friends 
in London. I am very glad to have had this occasion of meeting the 
Governor, and I think that it will be quite natural to come here again 
more regularly in future, as there are many questions that can better 
be discussed by personal conversation than by correspondence. 


BANK OF SPAIN 
The net profits of the Bank of Spain during the third 
quarter of 1928 amounted to 23,000,000 pesetas. 


DANISH NATIONAL BANK 
The Nationalbanken i Kobenhavn intends to increase 
its share capital from 25,000,000 kroner to 50,000,000 
kroner. 
AUSTRIAN NATIONAL BANK 
The Austrian National Bank is establishing a sub- 
sidiary company under the name of Oesterreichische 
Revisions und Treuhand-Gesellschaft m.b.H. Its object 
is to act as trustee and carry on other business from which 
the mother-institution is debarred by its statutes. 


BANK OF ALBANIA 

The Bank of Albania opened its new headquarters in 
Durazzo on November 10. In his opening speech Signor 
Alberti, the president, said that during the short time of 
its existence the bank worked successfully. The Finance 
Minister has expressed the Government’s satisfaction at 
the bank’s activities. He pointed out that the notes 
issued by the bank have been kept at par all the time. 


BANK OF MEXICO 
The annual report of the Bank of Mexico for 1927 
states that, at the end of last year, 62,198,614 pesos out 
of the total share capital of 100,000,000 pesos were 
paid up. Net profits amounted to 2,800,000 pesos, and 
deposits increased to 28,489,000 pesos. 


BANK OF THE URUGUAY REPUBLIC 
The Uruguay Government has introduced a Bill 
authorizing the Banco de la Republica Oriental del 
Uruguay to dispose freely of its surplus gold stock, 
U 
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amounting to about 20,000,000 pesos. Until now special 
permit was required to authorize the sale of gold. 


REICHSBANK 

The Press controversy over the attitude of the Reichs- 
bank concerning the gold shipment from London to 
Germany has roused great interest. The Reichsbank was 
criticized in part of the British Press on the ground that it 
encouraged the import of gold by means of accepting gold 
at its Hamburg, Bremen and Cologne branches instead of 
insisting upon delivery at its head office. Moreover, as 
the decline of the Reichsbank’s foreign exchange reserve 
shows, instead of trying to counteract the international 
appreciating tendency of the reichsmark, the Reichsbank 
furtheraccentuated it by meansof selling foreign exchanges. 

After Dr. Schacht’s return from his London journey, 
the German Press was informed that the British Press 
criticisms were not inspired by the Bank of England, and 
that far from encouraging the influx of gold, the Reichs- 
bank viewed it with disfavour. It has requested the 
German banks not to buy gold in London unless the gold 
is offered for sale by an English bank. As to the accept- 
ance of gold delivery by branch offices, it was stated that 
the Reichsbank was obliged to do so on the basis of its 
statutes. These arguments did not convince the critics 
of the Reichsbank, who pointed out that the statutes 
leave that institution an entirely free hand to refuse to 
accept gold at its branch offices. It was pointed out that 
the practice of buying gold from English banks is merely 
a consequence of the absence of German bank branches 
in London. As before, the majority of transactions were 
carried out on joint account between an English and a 
German bank. 

NATIONAL BANK OF RUMANIA 

Negotiations for the international loan and central 
bank credits which are to enable the National Bank to 
stabilize the Rumanian currency have reached an 
advanced stage. As an agreement has been reached with 
Germany as to the outstanding German and Rumanian 
claims, the Reichsbank will join the group of central banks 
which will grant a stabilization loan to the National 
Bank. The change of government has caused some 
delay in the issue of the loan. 
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Monsieur Bolgert, assistant chief of the Intelligence 
Department of the Bank of France, will probably be 
appointed the foreign observer attached to the National 
Bank. 

BANK OF LATVIA 

During the first half of 1928 the balance-sheet total 
of the Bank of Latvia advanced from 200,800,000 lats to 
292,400,000 lats. The bank raised the minimum balance 
of current accounts from 20 lats to 600 lats. In spite of 
this, and of the reduction of deposit rates, there was no 
decline of deposits and current balances. Largely as a 
result of writing off old bad debts, the total loans granted 
declined from 138,800,000 lats to 125,700,000 lats. The 
net profit amounted to 3,126,000 lats, against 3,394,000 
lats for the first half of 1927. 


TURKISH STATE BANK 
Dr. Vissering, president of the Netherlands Bank, and 
Professor Gustav Cassel, are writing a report on the 
Turkish currency reform and the establishment of a 
Turkish State Bank. Their report is to be submitted 
to the Angora Government shortly, but nothing is likely 
to be decided upon this year. 


CENTRAL BANK FOR CUBA 

According to a recent statement by the Cuban Finance 
Minister, a central bank will be established on the model 
of the Federal Reserve banks of the United States. It is 
expected to be opened in 1930. The banks will have to 
deposit with the central bank 7 per cent. of their sight 
deposits and 3 per cent. of their time deposits. They 
will have to keep as a cash reserve another 7 per cent. of 
ihe deposits of both categories. N 


CENTKAL BANK OF CHINA 
The following is the full text of the Statutes of the 
Central Bank of China as contained in the Charter 
granted by the Nationalist Government :— 


Article 1. 
The Central Bank of China is a Government Bank. 


Article 2. 


The authorized capital of the Central Bank of China 
is 20,000,000 silver dollars of the Chinese National 
U2 


\ 
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Currency, to be supplied by the Government Treasury 
in one instalment. As soon as the payment is effected 
the Bank shall begin business. 

The increase of the authorized capital of the Central 
Bank of China necessitated by business requirements is 
to be decided by the Court of Directors. Such decision 
with the approval of the Supervisory Committee must 
be sanctioned by the National Government of the 
Republic of China before it can be put into effect. The 
said increase of capital may be subscribed by the public 
as commercial shares, but the total commercial shares 
must not exceed 49 per cent. of the total capital. 


Article 3. 

The Central Bank of China is to be established in 
Shanghai, and may establish branches and agencies in 
various places. 

Article 4. 


The Charter is granted for thirty years, and on the 
date of expiration the Central Bank of China may secure 
sanction of the National Government of the Republic 
of China to prolong it. 

Article 5. 

The National Government of the Republic of China 
confers on the Central Bank of China the following special 
rights :— 

1. To issue bank-notes according to the “‘ Law of Notes.” 

2. To mint and circulate the coins of the National currency. 

3. To be in charge of the Government Treasury. 

4. To float Government bonds and/or to take charge of the 

Government loan service. 


Article 6. 


In the absence of specific legal provisions, the Central 
Bank of China, in exercising the special rights as specified 
in Article 5, should submit regulations to the National 
Government of the Republic of China for approval. 


Article 7. 
The Central Bank of China may carry on the following 
business :— 
1. To buy and sell Government bonds and debentures and to buy 


and sell and discount or rediscount first-class commercial paper. 
2. To do exchange business and to issue usance bills. 
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3. To buy and sell gold and silver bullion and foreign currencies. 
. To receive all kinds of deposits; and to receive bonds, stocks, 
title deeds and other valuables for safe keeping only. 
. To make loans against gold and silver ware (coins), and/or 
gold and silver bullion. 
. To receive and pay and/or to collect remittances on behalf 


of the public. 

. To make loans, fixed or current, against listed bonds and 
debentures either issued or guaranteed by the Ministry of 
Finance of the National Government of the Republic of China. 
But the amount and the rate of interest have to be decided 
by the Court of Directors. 


Article 8. 


The Central Bank of China is not allowed to do any 
business of a speculative nature and also not the following 
business :— 

1. To loan against real estate or to buy real estate, except for own 

use. 
. To purchase and/or to accept for security, bonds, stocks or 
debentures of any company. 

3. To accept merchandise as security against loans. 

. To, directly or indirectly, finance any industrial and/or 
commercial enterprise. 

. To make unsecured loans and to allow overdrafts without 
security and/or against securities without market value. 


Article 9. 


The National Government of the Republic of China 
appoints by special mandate nine persons to organize 
the Court of Directors of the Bank of China, among 
whom there should be one representing the industrial 
community, one representing commercial enterprises, and 
one representing banking circles. They are all to serve for 
three years as one term. But they may continue their 
service for another term if appointed again after the date 
of expiration. 

The National Government of the Republic of China 
designates five of the directors as managing directors. 

The managing directors, during their term of service, 
are not allowed to hold concurrent positions in other 
banks. 

The number and the method of selecting of the 
directors are to be made by the National Government 
of the Republic of China. 
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Article Io. 


The Central Bank of China is to have one Governor 
and one Deputy Governor. Both are selected from among 
the managing directors and to be appointed by the 
Government. Their term of office is three years. If 
reappointed they continue to serve for another term. 


Article. 11. 


The Governor is to be in full charge of the affairs of 
the Bank, while the Deputy Governor is to assist him in 
the discharge of his duties. 

The Governor is the Chairman of the Court of Directors 


and in his absence the Deputy Governor is to act on his 
behalf. 
Article 12. 

The National Government of the Republic of China 
appoints, by special mandate, seven persons to constitute 
the Supervisory Committee, among whom there should 
be two members representing the commercial community, 
two members representing industrial enterprises, two 
members representing banking circles, and one repre- 
senting the auditing department of the Government. 

Except the representative from the auditing depart- 
ment of the Government, to be appointed from time to 
time by the Government, the term of office of the other 
six members of the Supervisory Committee shall be two 
years, but every year one representative of each circle 
shall retire and the Government shall appoint three other 
persons (each from the respective circles) to replace 
them. But during the first term of office the Govern- 
ment shall specify the term of office as one year for three 
of them. 

The Supervisory Committee are to elect a chairman 
among its members. 

The fourth paragraph of Article 9 is also applicable 
in this connection. 


Article 13. 


The Central Bank of China shall establish two depart- 
ments, namely, the Banking Department and the Issue 
Department. Both departments shail have one General 
Manager each to be appointed by the National Govern- 
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ment of the Republic of China upon the recommendation 
of the Governor. 


Article 14. 


The following affairs shall be decided by the Court of 
Directors to be carried out by the Governor :— 

1. To formulate the policy of business. 

2. To decide the amount of note issue. 

3. To plan how to centralize the reserve funds. 

4. To approve the budget of the bank and the statements of 

accounts. 

5. To draft Rules and Regulations. 

. To establish and/or abolish branches or agencies. 

7. To decide on the increase of capital. 

3. To pass on any business by order of the Governor. 


Article 15. 


The duties of the Supervisory Committee are as 
follows :—- 

1. To audit all accounts of the Bank. 

2. To examine the Bank Reserves. 

3. To examine the budget and the statement ot accounts. 


Article 16. 


The Central Bank of China shall close all accounts at 
the end of the year and compile the following statements 
of accounts, to be submitted to the Court of Directors 
and Supervisory Committee for approval and for filing 
with the Government :— 

A statement of Bank properties. 
A statement of Assets and Liabilities. 
A report of the Bank’s business conditions. 


A statement of profit and loss. 
A statement of distribution of profits. 


Ub wWN 


Article 17. 
Every year the Central Bank of China is to appropriate 
what is over 50 per cent. of the net profits as reserve. 


Article 18. 

The Governor, after the decision of the Court of 
Directors, may obtain the sanction of the National 
Government of the Republic of China to make necessary 
changes in this Charter. 
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Article 19. 


The Central Bank of China should base itself on the 
Charter to draw up the regulations which are to be 
submitted to the National Government of the Republic 
of China for approval or for any changes. 


Article 20. 
This Charter is to take effect upon promulgation. 


British Public Expenditure: 


Its Probable Course 
By the Right Hon. William Graham, LL.D., M.P. 


(Chairman of the Public Accounts Committee of the House of Commons ; 
formerly Financial Secretary to the Treasury) 


presented Mr. Churchill has drawn a_ distinction 

between the two self-supporting services of the Post 
Office and the Road Fund and the rest of the income and 
expenditure. In that way the accounts make for clarity ; 
and they help to indicate more precisely the exact burden 
on the taxpayers. But for the purposes of this analysis 
these items will be included with the others in aggre- 
gate income and expenditure, mainly to secure easier 
comparison with the pre-war and post-war period. 

Broadly speaking, all the taxes, direct and indirect, 
produced nearly {200 million per annum before the war. 
Excluding the necessarily swollen Budgets of the war 
period, taxation has now settled down, in popular language, 
at approximately £835 million each year, the outlay being 
of very much the same amount. In that increase 
allowance must be made for the change in values, but 
the burden is, of course, appreciably greater than that of 
the pre-war period, and much of the public discussion of 
the time is concentrated on such efforts to reduce expen- 
diture as will minister most efficiently and speedily to 
relief in taxation. What has been the course of recent 


le the revised form in which the national accounts are 
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public expenditure, as seen by the Public Accounts 
Committee, the Estimates Committee, and, so far, by 
Parliament? And what are the immediate prospects ? 
For beyond that it would not be safe in post-war finance 
to go. 

Elementary analysis suggests that the public in- 
sufficiently appreciate the static character of some of the 
largest items of outlay. Taking the £835 million as a 
round figure, £365 million is automatically allocated to 
the service of the National Debt, including the new 
stabilized Sinking Fund which, in the absence of fresh 
borrowing, will clear off the indebtedness in almost 
exactly fifty years. In that sphere, therefore, the relief 
will be only gradual; and the tendency of most of the 
recent conversion schemes is not encouraging. At this 
stage the important point is that {1 million a day is 
definitely hypothecated to one item. Political parties 
may differ as to the speed at which the National Debt 
should be repaid; they would certainly raise the necessary 
revenue by varying methods; but in the absence of a 
large change in policy the expenditure falls to all the 
parties and certainly to the taxpayers. The second 
element which is apparently static is £115 million annually 
on the defence services. Personnel in the Navy, Army, 
and Air Force is in the aggregate small. War-time 
outlay has been drastically curtailed. But the £115 
million has, again in the absence of change of policy, a 
settled look. Disarmament conferences, discussion on 
the limitation of navies, and other debates pursue at 
changing centres their apparently endless course; the 
latest exchanges are, if anything, discouraging; and in 
any case British expenditure under this head seems 
incapable of early adjustment to a much lower total. 
Representative authorities defend it either on the broad 
ground of security; or plead that having regard to the 
rise in prices the outlay compares favourably with 
approximately half the sum in pre-war conditions; or 
suggest that such economy as is possible must be found 
in the administrative arrangements of the three Service 
Departments. But the reports of the Public Accounts 
Committee plainly indicate that, in common with other 
Departments, the Admiralty and War Office are back to 
the close estimating of the pre-war period; the Air Force 





284 THE BANKER 


is new and there is no comparison. Further, while 
schemes have been devised to encourage saving in the 
use of stores and other material the aggregate sum can 
be at best only a small portion of the outlay, in which 
the commanding feature is the greatly improved pay of 
the personnel. With this summary the expenditure on 
war pensions may be grouped. As the years pass it has 
steadily diminished; but final awards in the over- 
whelming majority of the cases now tend to regulate the 
expenditure. National Debt, the fighting services, and 
war pensions—taking the three as associated largely with 
the responsibilities and liabilities emerging from the 
World War—absorb in round figures £540 million per 
annum, or five-eighths of the total revenue. In a very 
real sense these facts govern the course of expenditure. 
And the authorities are probably correct when they urge 
that everything now depends on policy, in which, as all 
parties in their more scientific moments agree, there are 
innumerable problems which are both difficult and 
stubborn. 

Expenditure is also subject to certain broad influences 
in post-war debt settlement and the definite establishment 
of the gold standard, in the modified form in which 
recent legislation has left it. In a sense the reopening 
of the question of German reparations is of only academic 
interest to Great Britain. Mr. Churchill’s latest declara- 
tion is interpreted as meaning that the terms of the 
Balfour note are comprehensive; from all sources on the 
Continent we are not to expect more than we have under- 
taken to pay, until 1984, to the United States of America. 
At this stage no one can say whether it will be possible 
to link up the problems of inter-Allied indebtedness with 
German reparations in an effort, once for all, to rid Europe 
and a considerable part of the world of a troublesome 
economic difficulty. America holds to the commercial 
character of the debts; and cancellation worth anything 
at all can only come when America joins definitely in the 
plea. Failing that, there may be a broad determination 
of Germany’s liability such as would involve the payment 
of annuities, for a term of years, of probably rather less 
than their peak point under the Dawes Scheme, which, 
as Sir Josiah Stamp has just reminded us, only looked 
incidentally at the problem of total liability or reparation. 
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But whatever the result of these deliberations it is unlikely 
that there will be immediate relief to British taxpayers 
from that quarter. If the annual contribution by Ger- 
many for a term of years were fixed at something less 
than the present annuity there might even be a slight 
additional burden, especially if the final or semi-final 
arrangement included a concession to either France or 
Belgium. In return to the gold standard perhaps the 
chief question for the Government (always a large pur- 
chaser of goods and services in the open market) is whether 
a further fall in prices is likely or desirable. The bulk 
of the evidence suggests that even within a moderate 
industrial recovery (with allowance for the adoption of 
rationalization or general efficiency methods) prices may 
harden. And there is the influential movement which 
urges that, within the limits of the gold standard, there 
should be greater elasticity in credit supply. While it 
pleads that that need not involve a rise in prices, and 
might in certain circumstances encourage a fall, soundly 
based on the greater output which these facilities would 
stimulate, a rise within limits is regarded as preferable 
to industrial stagnation and unemployment. Credit is a 
relative term; and world conditions are now such that, 
it is contended, British credit would not suffer in the 
process. Broadly speaking, therefore, the circumstances 
surrounding post-war debt settlement and return to the 
gold standard are not calculated to have a strong influence 
on the reduction of public expenditure, if in fact they have 
any influence in that direction at all. 

To the {£540 million accounted for there must be 
added approximately £200 million spent annually on the 
social services; if the Post Office and the Road Fund 
revenues and outlay are added to the £740 million 
thus made up, the total Budget is, in general outline, 
complete. Of the £200 million the actual Civil Service 
absorbs a very small part; and in any event the great 
majority of the Civil Servants are in revenue departments 
like the Post Office or the Customs and Excise or the 
Inland Revenue itself. Since the war, staffs have been 
much reduced. Recent legislation has-checked that 
process; and the overtime necessary in many depart- 
ments indicates that the saving possible by the further 
contraction of personnel is very limited. By far the 
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greater part of the outlay relates to old-age pensions, the 
State contributions to National Health and National 
Unemployment Insurance, to the education, public 
health and police administration of the local authorities, 
and to a number of war remanets which are in laborious 
liquidation. To an appreciable extent the State expen- 
diture on the social services will be influenced by the 
de-rating and local government reform scheme now 
before Parliament. In certain of the services it envisages 
a block grant, or at least a determination of the State’s 
liability. But, even if it is approved by the House of 
Commons, the scheme would not be in full application 
in less than fifteen years; and meanwhile, in terms of the 
tendency of recent legislation, and the political pro- 
grammes of all three parties, there is little prospect of 
reduction of the part played by the State in social expen- 
diture. Be it noted that one of the recommendations of 
the Government’s plan of de-rating, in the eyes of its 
advocates, is a State responsibility for certain “‘ new 
money.” The theory is that ultimately, with a form of 
block grant, the State may gain; but if it is clear that 
the burdens of the local authorities are increasing, or the 
standard of the services being lowered, it may be assumed 
that ratepayers will be strong enough to ensure a larger 
contribution from the Exchequer. The financial success 
of the Government’s plan depends largely, if not entirely, 
on a fairly rapid industrial recovery. If that fails, the 
scheme in its financial aspects will certainly require 
to be recast; and that is merely another way of saying 
that the State contribution will be increased or the plan 
modified or abandoned. 

These facts suggest that the better course in the 
social services is consistently to make them more re- 
munerative in character; that is, less definitely onerous. 
Since the war probably {500-600 million has been spent 
in mere relief, under a wide variety of headings; for that 
large expenditure there is no capital or other asset to 
show ; and few dispute that it would have been better to 
put the resources at the disposal of the local authorities 
and others who would undertake to employ stated num- 
bers in work calculated to add to the productive powers 
of the country. The latest report of the chief medical 
officer to the Ministry of Health indicates that public 
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expenditure has now definitely arrested the ravages of 
certain diseases and that the general efficiency of the 
people in that field is being steadily improved. But 
as one problem vanishes another emerges, for attention 
is directed to the large proportion of mothers who die in 
childbirth. Moreover, in housing, the campaign against 
the slums will alone, for many years, absorb substantial 
sums. Further, the expenditure in the social services 
tends to be regulated for both State and the local authori- 
ties by the recommendations of a series of committees, 
as in the Burnham scale of teachers’ salaries, the Des- 
borough scale for the police, and other plans covering 
considerable numbers of public or semi-public servants. 
Professional organization suggests that there is little 
prospect of departure from that principle; and it would 
be better at this stage frankly to recognize its financial 
aspects. Within the social services, therefore, the aim 
must be a domestic efficiency, seeking the best return for 
the outlay; for the taxpayers there can be in existing 
conditions little prospect of reduction of the aggregate 
burden. 

In summary, the static aspects—or what have become 
the static aspects—in all branches of public expenditure 
are impressive. That change in policy might bring 
relief here and there is plain, but the same change would 
almost certainly make fresh calls elsewhere. . In these 
circumstances many students of finance turn to the 
industrial and commercial field. They concede that on 
strict comparison America has made better use, in 
individual and collective output, of the mechanical, 
scientific, and other improvements of recent times. 
Great Britain is now interested in rationalization; and 
the slow and often disappointing detail of economic 
recovery may stimulate its progress. In that way a 
broader and stronger basis will be supplied for the national 
and local burdens which have to be carried after the World 
War. For the masses that will be so far an encourage- 
ment; and if successive Governments can remain true 
to the programme of debt reduction, and resist the 
temptation regularly to raid the Sinking Fund, taxation 
on the one side and public expenditure on the other 
may have a rather happier course than can be indicated 
on the strict facts of today. 
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Exit the Treasury Note 


transfer of the Treasury Note issue to the Bank of 


ce 


Si well had the change been prepared for that the 


‘England on the “ appointed day,’ November 22, 
caused no ripple on the surface of the credit situation. 
This absence of apparent public interest is, rightly judged, 
at once the evidence and the measure of public confidence. 
The public felt no misgivings. It has grown so accus- 
tomed to seeing the Bank handle monetary affairs with 
sure and sufficing ability, that the smoothness with which 
this. transfer was carried out excited neither comment 
nor surprise. Yet, as all who are directly concerned 
with monetary affairs are well aware, the transfer is a 
great event. It is a great event for the Treasury to 
surrender its direct control over the larger part of the 
country’s legal tender currency; a great event for that 
part of the currency to be added to the note issue of the 
Bank; and a great event, not least, for the statutory 
cover of the combined issue so to be amended as 
materially to change the ratio between gold and 
securities. 

In 1914, for the first time in the country’s history, 
the Government was constrained by circumstances to 
issue its own notes. Fortunately, looking at the possi- 
bilities it involved, the innovation was marked by 
restraint, and did not, it will be admitted, go beyond 
the strict needs of Government borrowing. Unques- 
tionably the restraint, in contrast with the war-time note 
issues by some governments abroad, is to be ascribed to 
the deeply-rooted respect which had grown up for the 
policy established by the Bank Charter Act, and to the 
same respect has to be attributed the appointment of 
the Cunliffe Committee, and the adoption by the Treasury 
of that Committee’s limit recommendation. On the 
footing of the recommendation the working of the 
Treasury Note issue has had a ten years’ test. Con- 
cerning the limit and its advisability much has been 
said and written. It assuredly, however, must now be 
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accounted an outcome of no slight consequence, that 
without any resort to “‘devaluation,”’ or repudiation of any 
public obligation in any form, the outstanding Treasury 
Note issue has been incorporated with that of the 
Bank of England and, without disturbance of public 
confidence, takes equal rank with that issue in all 
respects. 

Seeing, indeed, that the transfer has been accomplished 
without suggestion from any quarter that the prestige 
of the Bank of England is, or is likely to be, impaired, it 
becomes a fair question as to whether or not the innova- 
tion forced upon us in 1914 has not been yet one more 
example of the proverbial ill-wind. Expansion of the 
legal tender currency beyond the total of gold held in the 
Bank’s reserve, or in the hands of the public, has proved 
to be anormal necessity, even though legal tender currency 
has been so largely —and for trade and exchange bene- 
ficially—eked out by cheque payments. Sooner or later 
the expansion must have been conceded. But it might, 
owing to the weight and influence of settled policy, have 
been delayed, and credit facilities constrained in con- 
sequence until the controversy had been settled. Had 
this occurred the effect upon the country’s trade could 
only have been s2riously adverse. Happily, even though, 
as it were, by accident and a side wind, that danger has 
been avoided, and although criticism has directed its 
shafts at the adopted limitation of the Treasury Note 
issue, the limitation has been nothing in comparison with 
a pitched battle over the Bank Charter Act. Over and 
above the amalgamation now carried out, the procedure 
of graduation and test has enabled necessary amendments 
of the Bank Charter Act to be embodied in the schedule 
of the Currency Act of 1928 without opposition or 
dissent. 

It is not without cause that opinions on the ratio of 
gold cover have changed or are changing. The purpose 
of gold cover is to ensure convertibility, and through 
convertibility the maintenance of a note issue on an 
exchange parity with gold. These are the characteristics 
of sound money. But experience since 1844, here as 
well as abroad, nas gone steadily and increasingly to show 
that with the development in the practices of banking 
which have enabled money more and more fully to be 
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represented by bills and cheques, though it remains 
important to sustain public confidence in convertibility, 
nevertheless, for the purpose of internal monetary 
circulation, actual conversion may become so rare as 
practically to be in suspense. The very confidence of 
the public, if the public be assured that note currency 
is sound money, reduces the conversion called for to 
vanishing point. This leaves gold cover proportionally 
more available, as needed, for the purposes of inter- 
national exchange. On these grounds it will be seen 
that, quite apart from legislative enactments, the working 
ratio of gold cover necessary to ensure confidence, 
national and international, is one that tends to fall as 
the machinery of credit is perfected. And it is very 
important for every aspect of trade, viewing the vital 
dependence of trade upon credit facilities, that the 
granting of credit should thus increasingly be freed 
from the constraint imposed by limitations of the supply 
of gold. 

There is no call because of this economic decline in 
the working ratio of gold cover to throw bricks at the 
authors of the Bank Charter Act. In fortifying and, by 
means of that statute, extending world confidence in 
the convertibility of sterling, they did this country and 
its trade a service which any candid judgment must 
pronounce to be inestimable. They gave the lead on 
which banking practice has safely developed. On the 
other hand, in the light of experience and of the develop- 
ment of banking practice, neither is it now any longer 
advisable for the Bank of England to be tied hand and 
foot to the enactment of 1844. The fall in the working 
ratio of gold cover cannot be ignored. With the legal 
exit of the Treasury Note issue, and its amalgamation 
with the issue of the Bank, the economic fact ceases to 
be ignored. 

At the same time, so far as the Bank is concerned, 
recognition of it is, with this amalgamation, entered 
upon subject to two precautions of real consequence. 
The first is the holding of the balance of cover in 
the form of sound _ securities—securities, that is, 
saleable as may be necessary for gold; and the second 
is the retention of the mass of the gold cover in the 
Issue Department. The latter may be an expensive 
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precaution, and the Bank of England is the only present- 
day central bank which carries the policy to such a 
length; but the precaution, if expensive, is solid, and as 
it has justified itself in the past there is no reason to 
assume that it will not justify itself in the future. It is 
when emergency arises that the value of the backing 
appears. In any event, this feature of the Bank’s 
constitution and practice plays no small part in supporting 
the position of London as a free gold market and the 
world’s greatest centre of exchange. 

One of the weightiest of recent attacks has been 
launched against continuance of the separation between 
the Issue Department of the Bank and the Banking 
Department. This was the feature of the Bank Charter 
Act which, when that measure was before Parliament, 
excited the liveliest opposition, and it recalls the state- 
ment made by Disraeli in his ‘“‘ Life of Lord George 
Bentinck,” that Peel, whenever he took up an idea, rode it 
to death. Peel certainly ““went the whole hog”’ when 
convinced by his technical advisers. But whatever sting 
attack may have had before the note issue amalgamation, 
has been to a great extent drawn by that event. It is not 
merely that the enlargement of the Bank’s issue, now 
brought about, gives the central institution more scope 
in dealing with the credit situation; the fact that the 
authorized cover consists of nearly 60 per cent. of 
securities imports an elasticity admitted to be desirable. 
In that respect the authorities of the Bank have, in a 
measure, anticipated the ‘“‘ appointed day,” adjusting 
their holding of securities to the inward or outward 
movement of gold. They have shown themselves alive 
to keeping the credit situation in balance; and there is 
but one point in their policy which they need to keep in 
view, though, possibly enough, they are quite aware of 
it. The point is that, with expanding and active trade, 
credit resources and liquid assets tend to rise to a maxi- 
mum in relation to the national wealth on which they 
are economically based, and that for the good of trade 
it is then safe for the central institution to allow 
credit resources proportionally to expand. Mean- 
while, in the restoration and safeguarding of sterling, 
the amalgamation is the keystone dropped into the 
arch, 

x 
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Law Reports 
By Our Legal Correspondent 


N our March and May numbers of this year (No. 26, 
| Vol. 5, and No. 28, Vol. 6) we noted the judgments in 

the Court of first instance and in the Court of Appeal 
in the case of Reckitt v. Barnett, Pembroke and Slater, Lid. 
We then ventured the hope that the case might go to 
the House of Lords, for it was clear that the decision 
of the Court of Appeal was far from satisfactory. The 
case has gone to the ultimate tribunal with the result 
that the Court of Appeal has been reversed. The 
judgment of the House of Lords is valuable, and later 
on from the banking point of view we shall allude to the 
emphasis given to the true doctrine of the law as applying 
to a power of attorney being restricted to the purpose 
for which it is expressed to be given. 

The facts of the case must be recapitulated, and in 
doing so we condense them to the really relevant issues. 
Mr. H. J. Selborne Woodhouse (afterwards Lord 
Terrington) had for many years been entrusted by Sir 
Harold Reckitt with a power of attorney during Sir 
Harold’s residence abroad. The power was very wide in 
its terms, and it is said that Lord Terrington acted prac- 
tically as Sir Harold’s alter ego in his money matters; 
but it was, of course, expressed to be for the purpose 
of managing Sir Harold’s affairs whilst he was away. 
As far back as July 1915, the bankers of Sir Harold 
Reckitt required a more clear authority for the drawing 
of cheques by the attorney on Sir Harold’s account, and 
Sir Harold wrote to the bank a letter in which he said: 
“‘ Please note that I wish the power to cover the drawing 
of cheques upon you by Mr. Woodhouse without 
restriction.’’ This, of course, covered the bank entirely, 
and the letter remained in their possession all along and 
was never communicated to outsiders. On January 4, 
1926—this power still being effective—Lord Terrington 
carried out a transaction with the defendant company, 
who were motor dealers, whereby he purchased from them 
a Rolls-Royce car on hire-purchase terms. The agree- 
ment for hire-purchase was in ordinary form, and was 
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obviously drawn up on the footing that Lord Terrington 
and no one else was interested in the transaction, and it 
was common ground that the transaction was one made 
by Lord Terrington personally as principal and that the 
defendants always so regarded it. They had had no 
dealings with Sir Harold Reckitt at all, and the car was, 
so far as they were concerned, entirely for Lord 
Terrington personally. On February 5, 1926, Lord 
Terrington drew and issued to the defendants a cheque 
for £200—being £175 first instalment under the hire- 
purchase agreement and {25 for a running account 
previously run up by Lord Terrington for petrol and 
garage charges for a previous car he had had. This 
cheque was drawn on Sir Harold Reckitt’s account, 
being made payable to the defendant firm or order and 
signed “‘ Sir Harold Reckitt, Bart., by Terrington his 
attorney.’’ All this signature save the word “ Terrington” 
was affixed by a rubber stamp, the word “ Terrington ”’ 
being written in ink by Lord Terrington. The cheque 
was duly presented to and paid by Sir Haroid Reckitt’s 
bankers, and no claim could arise against them, of course, 
as the power and the letter were together a complete 
authority for them to pay the cheque. But as regards 
the defendants who knew that the transaction was 
entirely a personal one by Lord Terrington the case was 
different. They made no inquiry as to the power of Lord 
Terrington to draw a cheque for his own personal benefit 
upon Sir Harold Reckitt’s account. They do not appear 
to have noticed the rubber stamp part of the signature 
and treated the cheque as if drawn by Lord Terrington 
on his own account. It is interesting to note that on 
June 9, 1926, the hire-purchase agreement was cancelled 
by consent and the defendants took back the Rolls-Royce 
car and paid Lord Terrington {100. This fact had no 
bearing on the action, however. When in July 1926, 
Sir Harold Reckitt discovered that Lord Terrington had 
drawn a number of cheques pretending to be in pursuance 
of the power of attorney but really for his own benefit, 
Sir Harold naturally challenged the defendant firm’s 
right to retain the benefit of the cheque for £200, alleging 
conversion and in the alternative money had and received 
to his use. Mr. Justice Rowlatt held, on the authority 
of John and Others v. Dodwell (1918), A.C. 563, that the 
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defendants having received the proceeds of a cheque 
drawn by an agent on his principal’s account with the 
knowledge that such cheque was being used to pay the 
private personal debt of the agent, were not entitled to 
retain the proceeds as against the principal. 

In the Court of Appeal, Mr. Justice Russell agreed with 
this judgment, but the two other members of the Court, 
Lords Justices Scrutton and Sankey, as a majority, 
overruled the judgment, holding that the mere fact that 
Lord Terrington drew the cheque in discharge of what 
apparently was his private debt did not amount to notice 
to the defendants of any breach of duty or fraud. The 
majority of the Court of Appeal went so far as to say that 
the letter sent to the bank enlarged the ambit of the power 
of attorney. That was surely open to question since it 
is admitted that the letter never left the bank’s possession 
and could not affect third parties at all. But Mr. Justice 
Russell not only disavowed the majority view of the effect 
of the letter, but said that even if the letter were taken as 
enlarging the power of attorney it would not suffice 
to entitle the defendants to retain the proceeds of the 
cheque for they were within the authority of John v. 
Dodwell, as the circumstances clearly showed that the 
defendant had taken the property of the principal with 
knowledge (derived from the form of the cheque and the 
nature of the transaction), that the agent was committing 
a breach of duty to his principal and therefore could not 
retain that property as against the principal’s claim 
for restitution. 

The House of Lords (the Lord Chancellor and Lords 
Dunedin, Sumner, Carson and Warrington) agreed with 
Mr. Justice Rowlatt and Mr. Justice Russell that the 
facts did raise such notice, and held Sir Harold Reckitt 
entitled to recover the amount fraudulently taken from 
his account and paid, with such notice, to the defendants. 
It is important to observe, from a banking point of view, 
that the House of Lords thereby upheld the doctrine of 
ordinary construction of powers of attorney. The Lord 
Chancellor in his judgment assumed for the purpose of 
argument that the letter to the barkers should be treated 
as a general extension of the power of attorney and not 
merely as an instruction to the bank. Even so, both power 
of attorney and letter must be read as giving an authority 
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expressly limited to acting for the principal (Sir Harold 
Reckitt) and in the management of his affairs and could not 
be taken to authorize Lord Terrington to draw cheques for 
any other purpose. That being so if the circumstances were 
such as to give the defendants notice that he was drawing 
the cheque for his own private purposes they couldnot claim 
that it was within an authority which could be construed 
only as an authority to act in the principal's affairs. 

The general principle here stressed by the House of 
Lords again emphasizes the need for everyone dealing 
with powers of attorney to see to it that they do not 
disregard circumstances that put them on inquiry as 
to any particular transaction by the agent. Bankers 
have to deal with powers of attorney, and although in the 
particular case under notice the bankers were not hit, 
one can conceive cases where they might be if ignoring 
the general principle alluded to. Indeed, not only acts 
done under powers of attorney but acts based on osten- 
sible or apparent authority, as in directors of companies 
or other general agencies the same principle might apply. 
As regards, for instance, the application of Section 82 
of the Bills of Exchange Act and the criteria of negligence 
this general principle of notice from circumstances may 
arise as in Underwood’s case and Stewart and Company’s 
case, more than once referred to by us. Just as negligence 
may be established by such disregard so might a direct 
claim be made were a banker to shut his eyes to cir- 
cumstances which showed that a payment out of a trust 
account or a principal’s account was made for the trustee's 
or agent’s personal benefits outside his authority presumed 
to be for his principal’s business. 

This is quite a distinct case from such a one as Hambro 
v. Burnand (1904) 2 K.B. 10, where the act done by the 
agent was within the actual authority conferred on him, 
although by doing it he benefited himself and not his 
principals. This distinction was clearly drawn in the 
House of Lords. It is to be noted, too, that in the 
Reckitt case there was no question of the defendants 
being able to resist the claim as holders in due course of 
a negotiable instrument for they were the original payees 
of the cheque. Nor was there any holding out or osten- 
sible authority pleadable since the defendants did not 
pretend to act on any such ground but regarded Lord 
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Terrington as principal throughout. Indeed, in any event 
the circumstances and the form of the cheque would have 
defeated any defence based on ostensible authority on 
the reasoning that the power of attorney was palpably 
limited to acts that were not open to question as being 
in the course of carrying out the principal’s affairs. 

In connection with the above case and in contrast 
to it we would refer our readers to Corporation Agencies 
v. Home Bank of Canada (1927), A.C. 318, where John v. 
Dodwell & Co. is distinguished on the facts. There a 
claim was made against a bank for collecting cheques 
wrongfully drawn on a company’s account for the account 
of a director of the company. It is instructive to refer 
to the fact of that case as illustrating the difference 
between notice and no notice. The Home Bank of 
Canada was held not liable as the facts did not amount 
to notice of the fraudulent director’s misuse of the 
company funds. It often may be a thin line between 
notice and no notice, and only by comparing the facts 
in each case can bankers see how the principle really 
applies. Incidentally we may remark that in the Cor- 
poration Agencies case the bank not only was held to 
have no notice of irregularity, but they derived support 
also from the fact that successive monthly accounts were 
sent to the principals—the company—and no objection 
was raised, Lord Wrenbury going so far as to say that the 
defendant bank not only had no knowledge nor notice 
of the frauds, but from the unquestioned acceptance of 
the monthly accounts were entitled to believe that all 
was in order. This is a refreshing application by the 
same judge of the kind of thing that was usefully used 
to answer negligence as to the earlier cheques in the case 
of Morison v. London County and Westminster Bank (1914) 
3 K.B. 356—per Buckley L.J. (afterwards Lord Wrenbury) 
at p. 377 and per Phillimore L.J. at p. 383. 

Although bankers, having regard to the stringent 
terms of their ordinary guarantee forms, are not often 
directly concerned with remedies as between co-sureties, 
they are not fully equipped unless they have a fair 
knowledge of such remedies. In the issue of ‘‘ Weekly 
Notes’ for November Io, 1928, at pp. 266-7, there is 
an interesting order by Mr. Justice Astbury applying 
the principle illustrated by the well-known case of 
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Wolmershausen v. Gullick (1893) 2 Ch. 514. The right of 
contribution between co-sureties is founded in equity and 
not intontract (although it may be qualified by contract), 
and a prospective order can be made upon which, 
whenever one surety has paid a sum beyond his share, 
he can get the excess back from co-sureties. The common 
law does not provide for this kind of case, but since 
the case cited above Courts of equity do so provide 
and one surety now even if not having paid but being 
willing to pay can obtain a declaration as to prospective 
indemnity or reimbursement by other sureties. 

Mr. Justice Astbury applied this doctrine in a case 
where there were five guarantors jointly and severally 
guaranteeing on account of a company at Barclays 
Bank. One of the sureties, the plaintiff in the action, 
had a demand from the bank for £500, the whole of the 
limit of the guarantee. She paid the bank f100, her 
apparent share, and informed the bank she was seeking 
contribution from her four co-sureties for the balance 
and commenced an action against them for that remedy. 
It was not clear how far the four co-sureties were sub- 
stantial, and the Court was asked to frame a prospective 
order on the basis of the decision in Wolmershausen v. 
Gullick. During the proceedings, the plaintiff, being of 
course liable to the bank for the whole, paid another 
£150 so that the order had to be drawn on that basis. 
The way in which the Court proceeded to do this is shown 
in the minutes of the order approved and settled by the 
learned judge and will be found in “ Weekly Notes ”’ 
as referred to above. 





New York Federal Reserve Bank 
The New Governor 


Mr. George L. Harrison, a deputy governor of the 
Federal Reserve Bank of New York, who was the chief 
lieutenant and a close friend of Mr. Benjamin Strong, has 
been elected governor. Born in 1887, Mr. Harrison was 
educated at Yale University and Harvard Law School. 
For some years he served as general counsel to the Federal 
Reserve Board, and was appointed a deputy governor of 
the Federal Reserve Bank of New York in 1920. 
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German Banking 


By Our Berlin Correspondent 


Germany has experienced since the days of the 

Revolution broke out in the iron and steel industry 
of the Rhineland. Up to now about a quarter of a 
million workers in the iron and steel and engineering 
industries are shut out. But the conflict is not only 
important because of its extent, but still more because 
of the attendant political circumstances. It represents 
the first case of open resistance by the employers to the 
authority of the State arbitration system. The rather 
complicated facts may be presented essentially as follows : 
The wage agreements in the North-West Rhineland 
expired at the end of October. As usual, the unions 
demanded on the renewal of agreements wage increases 
in a measure that was only intended for propaganda 
purposes. The employers countered by giving fourteen 
days’ notice to the whole force of workers. Then came 
the usual procedure. First came direct negotiations 
between employers and the unions which, as always in 
recent years, led to no result. Then the State arbitrator 
was called in. After a hearing of both parties he 
pronounced an award which granted the workers an un- 
expectedly large part of their claim. The unions accepted 
and the employers rejected this decision. In accordance 
with the law the Labour Minister had to decide whether 
to declare the award binding or not. The Social Democrat 
Labour Minister Wissell then initiated fresh negotiations, 
which were again unsuccessful. Reluctantly and at the 
last moment he decided to declare the award binding. 
Then the unexpected happened. According to the law 
an award declared binding by the Labour Minister has 
the force of a wage agreement. In spite of this, the 
employers announced their intention to impose the lock- 
out threatened fourteen days previously, and the affair 
thus came to a very grave issue. The employers justified 
their action on two grounds: firstly, they declared that 
the award imposed burdens which they were incapable 
of bearing. The situation in the iron and steel industry 


Cy. November I the greatest wage dispute which 
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had so worsened in the Jast few months that they were 
only fighting for their existence when they opposed an 
economically impracticable arbitration award. Secondly, 
they pronounced the award invalid on formal grounds 
and contested it before the Labour Tribunal at Duisberg. 
In reality the object of this resistance was to put an end 
at any price to the wage policy of the last few years, 
which with the help of the compulsory arbitration system 
has granted wage increases on the expiry of wage agree- 
ments, regardless of the profit-earning capacity of the 
industry or the current economic situation. The costs 
of the conflict to the iron industry will doubtless be 
greater than the most favourable wage economies they 
could achieve, but the industrialists are concerned with 
the moral importance of the dispute. 

And it is just this which complicates the solution of 
the conflict, since the emphasis laid on the principles 
involved is making it almost impossible for the socialis- 
tically controlled Government and the unions to retreat. 
Moreover, the unions are handicapped in their tactical 
movements by internal oppositions. Among the metal- 
workers of the Rhineland there are three organizations : 
the Socialist, the Catholic, and the Democratic. The 
Catholic trade unions concentrate the mass of their 
members in the metal-workers of the Rhineland, and they 
are therefore more deeply committed to this dispute than 
are the Socialists. Nearly two-thirds of the workers locked 
out are in general unorganized, and the task has fallen 
on the State to provide support for the men locked out. 
But whilst the Reichstag was debating this question 
the Duisberg Labour Tribunal accepted the contention 
of the employers and actually declared the arbitration 
award invalid. This is, of course, only a court of first 
instance, and the judgment has still to pass a second 
and a third court, and this will take several weeks. In 
the meantime various bodies are endeavouring to unravel 
an almost inextricable tangle. However, it appears that 
the negotiations will lead to a compromise in the next 
few days since both sides realize that if this dispute, 
which has already lasted three weeks, continues for 
another few weeks the whole German economy will 
suffer damage comparable with that inflicted by the 
English stoppage of 1926. 
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It is only this optimistic belief which explains why 
the Bourse has, so far, followed the dispute with surprising 
calm. Of course, as stated in the last report, the quota- 
tions of the large iron and steel and coal companies 
stand so low that bad times have already been dis- 
counted. Moreover, the Bourse reckons that the dispute 
will put an end to the continual wage increases and thus 
benefit in the long run the profit-earning capacity of 
industry. Above all, the Bourse feels stimulated from 
two sides. The first is the continued rise in New York 
with its reaction on other European Bourses, and the 
second is a perceptible easing on the German money 
market. The private discount rate which stood at 
62 per cent. only a month ago has declined to 6} per cent., 
and other rates have fallen correspondingly. Since the 
Reichsbank exercises a decisive control over the private 
discount rate, the two successive reductions in this rate 
have given rise to rumours of an impending reduction 
in the official rate. The Reichsbank has quickly contra- 
dicted these rumours and allowed it to be known 
unofficially that it will only consider a change in its rate 
after the end of the year. 

This is only self-evident, since in a few weeks’ time the 
usual end-of-year credit demand will begin to make itself 
felt, and the Reichsbank has no reason artificially to 
stimulate the flow of bills by a cheapening of interest 
rates. But a reduction of the discount rate in January 
is still very doubtful. No doubt the position of the 
Reichsbank has considerably improved in the last few 
weeks. On November 7 the gold reserve amounted to 
2,540 million marks, compared with 1,852 millions a year 
ago, with the declared foreign currency holdings only 
168 millions, as against 298 millions. On the other hand, 
the bill portfolio at 2,183 millions as against 2,388 millions, 
was 200 millions lower, and in the later November returns 
it will probably fall below 2 milliards. The cause of this 
movement is primarily the setback in business. As 
unemployment increases and the turnover in industry 
shrinks, the credit demands on the Reichsbank decline. 
The downward turn in the business cycle has led to a 
definite improvement in the trade balance. Imports are 
checked and exports forced, to prevent the accumulation 
of stocks and because equipment must be employed and 
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debts paid off. As a result, in August and September 
the deficit in the trade balance declined to 57 millions 
and 28 millions respectively, that is to say, nearly dis- 
appeared. Of course, the relatively good harvest has 
played an important part here. The improvement in 
the trade balance has, for the moment, eased the foreign 
exchange situation and thereby made possible the con- 
tinued imports of gold into Germany. But the situation 
in the money market is in no way sufficiently consolidated 
to enable the Reichsbank to regard it complacently. 
As long as the Bank of England keeps up its rate and, 
above all, as long as high rates prevail in New York, 
Germany would have to reckon, in case of a reduction of 
the Reichsbank rate, with the danger of a rapid efflux 
of gold and, perhaps, to see the Reichsbank compelled 
after a fortnight or so to raise its rate again—a very 
undesirable course of events. But caution is particularly 
imposed by the circumstance that the capital market 
shows no signs of easing. In this respect the present 
situation differs essentially from that of the year 1926, 
the last occasion of a progressing cheapening of interest 
rates in Germany. At that time it was the capital market 
which showed a rapidly increasing capacity for absorption 
at rising prices, whilst today issues have become impos- 
sible, even on unfavourable terms, and bonds as well as 
municipal loans have proved almost unplaceable. As 
long as no change for the better occurs in this respect 
the easing in the short-term money market has little 
importance. 





An International Bankers’ Association 


A proposal by the President of the American Bankers Association 


In his presidential address to the fifty-fourth Annual 
Convention of the American Bankers Association, held at 
Philadelphia on October 1-4, Mr. Thomas Preston said :— 


I would recommend the forming of an international bankers’ association. 
, Such an association would not only help us solve financial and industrial 
problems, but would bring to the world a better understanding of the problems 
and difficulties which beset every country, and would undoubtedly make for a 
more cordial and sympathetic understanding between the countries of the world. 
We are now so closely related to other countries that what affects one section 
of the world in turn affects us all, and it seems to me it would be desirable to have 
a meeting of representatives of all the banks of the world at some convenient point 
like New York, London, Paris or Berlin, at intervals of from two to three years. 
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Table I © GOLD HOLDINGS OF CENTR, 


(IN MILLIONS oF £) 


FRANCE 4 
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2 Where possible the figures are taken from returns issued for the fint 

2 Excluding a small amount held in the Banking Department. 

* Apart from an unascertainable amount of gold not appearing separately 

* Up to April 1927 the figures include gold, both “ available ” and “non- 
June 1928 give the total gold holding in one amount. 

5 Gold and silver holdings. 


Table II CREDIT AND CURRENCY 


° 
Currency 
3 Notes and 
: Certificates 
Other Net Notes in 
Deposits Cash | Advances Denselie Reserve Gitenindion Outstanding 
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1 2 
CLEARING BANKS BANK OF ENGLAND 
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1925 
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> Monthly averages, nine banks. 
® Average of four or five weekly returns. 
ed Total note-issue less notes in Banking Department less notes in Currency Note 
rve. 
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Table I—cont. 
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Table III GOLD MOVEMENTS 








1 
BANK OF ENGLAND 





UNITED KINGDOM 
TRANS- 
tan VAAL GOLD 
Net Net OUTPUT 
Purchases Sales Influx (+) Imports Exports iImports (+) 
or Efflux (-) or 


















: Exports (—) 
& millions £ millions  £ millions | £ millions | £ millions | £ millions | £ millions 













1925 





AUGUST .. *9 2°3 - 13 2°8 2°7 + ‘1 3°4 
SEPTEMBER 00 2°4 — 2°4 *8 2°7 - 19 3°4 
OcTOBER | 11°5 —10°8 5*4 10°2 — 48 3°5 
NOVEMBER *2 3°4 — 3°2 3°5 8°5 — 50 3°3 












1926 











AUGUST .. 3°8 6 + 3°2 3°9 1°8 + 2°0 3°6 
SEPTEMBER 1°8 1°6 + °2 2°5 10 + 1°5 3°6 
OCTOBER . 8 4°3 — 35 3°5 4°4 = 3°6 
NOVEMBER 2°6 + °S 3°8 51 — 12 3°6 









1927-28 








AUGUST 1°5 2°0 —- ‘6 4°4 1°2 + 3°2 3°7 
SEPTEMBER 2°5 3°3 - °8 a7 1°6 + ‘2 3°6 
OCTOBER .. 1°9 1:2 + 7 1°3 1-0 + 3 3°6 
NOVEMBER *§ 7 — 12 31 4°5 — 14 3°6 
DECEMBER 3°0 14 + 15 1°9 2°2 —- ‘2 3°6 
JANUARY .. 4°7 8 + 3°9 4°1 2°2 + 19 3°6 
FEBRUARY 1°3 1°3 0°0 2°7 4°0 —- 13 3°5 
MaRCH ee 1°6 1°7 ae 1°3 16°2 —14°9 3°7 
APRIL oe 3°6 1°2 + 2°4 2°4 6 + 1°8 3°5 
May se 2°9 6 +- 2°3 3°9 | ig! + 2°7 3°8 
JUNE 8°5 0°0 + 85 8°2 1°3 + 68 3°7 
JULY 4°2 2°1 + 21 4°9 1°9 + 3°0 3°7 
AuGUST 3°4 2°1 + 1°23 4°9 4°1 + | 3°8 
SEPTEMBER 1°9 6°7 — 48 4°0 5°8 —- 19 3°6 
OcTOBER 1°0 6°2 — 52 3°3 9°4 —- 61 3°8 


















1 Figures compiled from daily bulletins of the Bank of England. 
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Table IV MONRY 
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Discount Rates Treasury Bills 
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All figures given above, except those f Treasur 


Table V 


NEW YORK | PARIS MILAN BERNE MADRID AMSTER 


$tos | Fr. to £ Lire to £ Fr. to £ P'tas to £ Fi. to 


: 2 
PAR OF EXCHANGE .. oe ¢°8665 lagat 92°46 2s"22ts 
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WEEK ENDING: 
NOVEMBER 3... ha 4°8489 24° 92°5! 5° 30°078 
- ae - 4°8483 24°13 2°5s 25°196 30°074 


a The old parity of 25°2215 © 
2 The old parity of 25°22)" 
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Table [V—cont. 


NEW YORK PARIS | BERLIN AMSTERDAM 
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Treasury Bills, are averages of daily rates. 


XCHANGES Table V—cont. 
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tbandoned as from June 25, 1928. 
tbandoned as from December 22, 1927. 
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Table VI BRITISH TRADE AND INDUSTRY—cont. 


mc 1 
ALL COMMODITIES } BANK CLEARINGS UNEMPLOYMENT 
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* Daily averages, based on weekly or monthly returns. 2 ‘‘ Country ” clearings at London 
Clearing House. * Up to June 1926 ten clearing houses, thereafter eleven. * Total clearings 
(London “‘ Country ” and Provincial) adjusted, for comparative purposes, by application of 
Board of Trade index number of wholesale prices (1924=—100). ° Average of four or five wee 
returns. Reprinted by courtesy of the London and Cambridge Economic Service. 
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ND INDUSTRY Table VI—cont. 
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Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY « FRANCE 


Wholesale 1 Wholesale Wholesale Costof Wholesale Cost of 
Cost of Depart-  ( Reichs- Living (Statis- Living 
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* The indices, which are for the 1st of the month, are entered for the previous 
month to facilitate comparison. 

* The average for 1926 on the old base (1913=100) was 151°1, but the two sets 
of indices are not strictly comparable. 
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International Banking Review 


UNITED STATES 


HE month under review was comparatively un- 

eventful in United States banking, as attention 

was focused upon the Presidential elections. A 
banking event of importance was the agreement for the 
amalgamation of the United Security Bank and Trust 
Co., of San Francisco, with the Merchants’ National 
Trust and Savings Bank, of Los Angeles. The new bank 
thus to be created will have about 140 branches, and its 
total resources will amount to $395,000,000. Its head 
offices will be at Los Angeles. The Bancitaly Corpora- 
tion, which owns a large interest in the United Security 
Bank and Trust Co., has played an important part in 
the negotiations. 

An amalgamation of smaller dimensions is that of the 
United Banking and Trust Co. with the Lake Erie Trust 
Co., both in Cleveland. The former has a capital of 
$1,500,000, reserves of $1,146,000, and deposits of 
$22,800,000. The latter’s capital amounts to $1,000,000, 
it has reserves of $265,000, and deposits of $5,775,000. 

The only capital increase of importance reported 
recently is that of the Bank of the United States. The 
bank’s present capital is $8,933,400, divided into shares 
of $100 nominal. The directors propose to double the 
share capital, and to split the shares into $25 each. The 
share capital will thus amount to $17,866,800, divided 
into 714,672 shares of $25. At the same time, a new 
security company will be formed, with 720,000 shares 
of no par value, which will absorb the City Financial 
Corporation. The new capital is required for the purpose 
of this transaction. The assets of the combined institu- 
tions will amount to over $210,000,000, of which 
$58,000,000 will represent capital, reserves, and undivided 
profits. 

FRANCE 

A complete agreement has been reached for the 
amalgamation of the Banque de Mulhouse with the 
Crédit Commercial de France. At the extraordinary 
meeting of the shareholders of the former, the modifica- 
tion of the statutes preliminary to the transaction were 
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passed unanimously. The shareholders will receive for 
every five shares two shares of the Crédit Commercial 
de France, and a cash bonus of 20 f. The directors’ 
report states that the transaction has become inevitable 
as a result of the difficulties of the Banque de la Sarre 
et des Pays Rhénans, in which the Banque de Mulhouse 
was heavily involved. The application of the Banque 
de la Sarre to obtain a renewal of the moratorium granted 
by the creditors in September has been rejected. 

' The most important capital increase announced 
recently is that of the Crédit du Nord, which will issue 
new shares to an amount of 50,000,000 f., its capital 
attaining thereby 150,000,000 f. The Banque de Saigon 
has decided to increase its share capital from 30,000,000 f. 
to 50,000,000 f. The new shares of 500 f. will be issued 
in February at a price of 550 f. The Banque de l]’Océan 
Indien is following the example of other French and 
colonial banks by the issue of shares of plural vote to 
an amount of 1,000,000 f., thereby increasing its capital 
to 21,000,000 f. An interesting transaction is the capital 
increase of the Société Anonyme de Crédit a 1’Industrie 
Francaise from 50,000,000 f. to 100,000,000 f. The com- 
pany was established recently under the auspices of the 
Société Générale. A great part of the new shares will be 
taken over by the Banque Nationale de Crédit, the Crédit 
Commercial de France, the Union des Mines, J. P. 
Morgan & Co., and the National City Bank. 

The following banks have recently published their 
accounts for the business year 1927-28 :— 
Net Profits 
1927-28 1926-27 
(In francs) 
Comptoir Lyon-Alemand ea .+ 43,020,092 40,036,931 
Crédit Mobilier de France ‘a .. 10,558,861 9,559,383 
Banque Frangaise du Rio dela Plata .. —_1,190,765 1,187,162 


Each of these banks leave their dividend unchanged. 
The net profits of the Banque de |’ Algérie for the business 
year ended October 31, 1928, amounted to 44,321,227 f., 
against 39,794,889 f. for the previous business year. 
The net earnings of the Banque de |’Afrique Occidentale 
declined to 10,770,422 f. during the first half of 1928, as 
compared with 12,243,787 f. for the corresponding period 
of 1927. 

¥2 
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The French Government is elaborating a Bill dis- 
qualifying persons convicted for certain offences from 
taking up responsible positions in banking. 


GERMANY 


There have been a number of bank failures in Germany 
during the past month, but the firms involved are all 
insignificant. Their importance even locally is negligible. 
Some of them, however, have been of an old standing 
For instance, the Frankfort banking firm, I. L. Finck, 
which suspended payments recently, was established in 
1823. Its activities have declined considerably during 
the last few years, and its total liabilities amount to 
about 200,000 reichsmarks only. Another private bank- 
ing firm which has got into difficulties is Thomas Fasshold 
& Co., Mannheim. It is a post-war creation, having been 
established exactly 100 years later than the previously 
mentioned house. Attempts towards its reconstruction 
have failed. The Charlottenburger Bank, a small subur- 
ban bank in Berlin, has also suspended payments. It is 
believed that claims are fully covered. Another Charlot- 
tenburg firm, the Bankhaus Sontag-Martini, suspended 
payments some time ago ; bankruptcy proceedings against 
it will be terminated owing to the lack of assets. The 
amount of liabilities is 110,000 reichsmarks. It is believed 
that the Leipziger Bankverein A.G. will not be able to 
pay its creditors more than 50 per cent., owing to the 
increased claims of authorities for taxation dues. 

The high death rate amongst German banks coincides 
with a fairly high birth rate. Apart from the Bremer 
Hansabank, which was established in order to issue 
mortgage loans abroad, another new bank was established 
recently, under the name of Flemming & Co. The 
Dresdener Bank has a participation in its capital. Full 
particulars are now available of the Centralbank Deut- 
scher Industrie A.G., which was established in September 
last in Berlin, with a view to financing small industrial 
enterprises. Of a total of 10,000,000 reichsmarks in 
registered shares—of which 25 per cent. is paid up—the 
International Germanic Co., Ltd., New York, holds 
7,850,000 reichsmarks, while the balance is held by the 
official banks of several German States. The bearer 
shares, totalling 7,500,000 reichsmarks, fully paid, are 
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held by a group of German private banking firms. The 
Berliner Bank fiir Handel und Grundbesitz A.G. has estab- 
lished a subsidiary company under the name of Berliner 
Gesellschaft fiir Aktienverwertung und Verwaltung m.b.H. 
Its share capital amounts to 500,000 reichsmarks. 

The Bank fiir Handel und Gewerbe A.G., Leipzig, 
will increase its share capital to 2,000,000 reichsmarks. 
On the other hand, the shareholders of the Deutsch- 
Asiatische Bank A.G. have approved the reconstruction 
scheme proposed by the board, involving a reduction 
of the share capital from 7,600,000 Shanghai taels to 
4,600,000 Shanghai taels. 

ITALY 

The shares of the two leading Italian banks, the 
Banca Commerciale Italiana and the Credito Italiano, 
were introduced recently in the New York Stock Exchange. 
Arrangements are now being made for their introduction 
in the Amsterdam Bourse, in the form of share certificates 
of 1,500 lire each. 

The cartel of Italian banks has decided to make an 
all-round increase of interest rates by } per cent. The 
decision is explained as a result of the revival of trade 
which has increased the demand for funds. 

The Banca Mobigliare, Rome, which has been in 
difficulties for some time past, suspended payments on 
November g. Its application for a settlement out of court 
was rejected, and bankruptcy proceedings have been 
initiated. The liabilities are estimated at 33,000,000 lire. 


BELGIUM 


Although some of the rumours as to impending capital 
increases have proved to be unfounded or premature, the 
process of adjustment of the banks’ capital to the new 
level of prices has by no means been terminated yet. 
The extraordinary meeting of the shareholders of the 
Banque Générale Belge decided to increase the share 
capital from 200,000,000 f. to 250,000,000 f. One hun- 
dred thousand new shares of 500 f. nominal will be issued, 
of which the Mutuelle Solvay will obtain 5,000 for assets 
contributed, while 20,000 shares will be taken over by 
the Compagnie Financiére et Industrielle de Belgique 
at a price of 1,500 f. each. The rest of the issue will be 
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offered to the present shareholders at 1,500 f., and will be 
underwritten by a group including the Société Anonyme 
Bunge, the Anglo-South-American Bank, Mutuelle Solvay, 
Compagnie Financiére et Industrielle de Belgique, Messrs. 
Philippson & Cie., and the Banque H. Lambert. The 
Banque Belge et Coloniale (formerly Brunnel & Dhanis) 
has also decided to increase its share capital from 
5,000,000 f. to 20,000,000 f. The 30,000 new shares of 
500 f. nominal will be offered to the present shareholders 
at 800f. The net profits of the bank amounted to 
803,000 f. for 1927, while they are estimated at 1,400,000 
for the first three quarters of the current year. 

The following figurescompare banking profits for the past 
business year with those of the previous business year :— 

1927-28 1926-27 
(In francs). 

Banque Belge pour |’Etranger .. i 27,005,801 19,672,124 
Banque Italo-Belge a ae ai 21,000,000 15,000,000 
Banque Coloniale de Belgique .. a 2,111,839 967,640 


The Banque Belge pour |’Etranger proposes to 
maintain its dividend at 10 per cent., while the Banque 
Italo-Belge intends to pay 12 per cent. on the increased 
capital, against 15 per cent. on the smaller capital last year. 

Flemish interests are pursuing very actively the end of 
strengthening their financial position. The latest move 
in that direction was the establishment of the Vlaamsch 
Financieel Verboond in Antwerp, with the object of 
financing Flemish enterprise. Its board includes repre- 
sentatives of the Algemeene Bankvereeniging, the Leuven 
People’s Bank, the Bank van het Arrondissement 
Antwerpen, and the Handelsbank of Antwerp. 


SWITZERLAND 


The two banking firms which got into difficulties 
recently owing to the depreciation of the peseta, viz. 
Escher, Freisz & Cie., and Wolfensberger & Widmer A.G., 
have not resumed payments yet, but efforts are being 
made for their reconstruction. The latter has obtained 
a moratorium until January. Rumours as to the diffi- 
culties of an important bank owing to its losses on the 
peseta proved to be without foundation. 

The Crédit Foncier Vaudois, Lausanne, is increasing 
its share capital from 30,000,000 f. to 50,000,000 f. 
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Half of the new shares will be taken over by the City of 
Waad, while the other half will be offered to the share- 
holders at 625 f. per share of 500 f. nominal. 


DENMARK 
The crisis of the Privatbanken has left no aftermath, 

and the banking situation may be considered once more 
as normal. There were, it is true, two small banking 
suspensions recently, but they were due to individual 
circumstances and were independent of the Privatbanken 
difficulties. The Skive Bank, which suspended payments 
simultaneously with the Privatbanken, will be liquidated. 
Its principal creditor is one of its own directors, while 
the claims of the Savings Bank of Skive amount to 
500,000 kroner. A new bank will be established in its 
place. The other bank which failed is the Ostvendsyssel 
Bank, Dronninglund. Its share capital of 300,000 kroner 
is stated to be lost altogether, while depositors are expected 
to receive about go per cent. of their claims. Attempts 
of a reconstruction have failed, and the bank will be 
liquidated. 

NORWAY 


It appears that the crisis among local banks ‘is over. 
No fresh bank suspensions have been reported for some 
time, and the reconstruction or liquidation of the banks 
which were placed under public administration is making 
progress. New banks are being established in the place 
of those which failed. Among others, the Drammens og 
Oplands nye Privatbank A/S is being established, and 
will open for business on January 2. The subscription 
of its share capital is in progress, the maximum and 
minimum limits of the capital having been fixed at 
3,000,000 kroner and 5,000,000 kroner. The Privat- 
banken i Sandefjord A/S was established in October 
with a share capital of 1,200,000 kroner. The Tonsberg 
og Oplandsbank A/S was established with a share capita] 
of 750,000 kroner. 

FINLAND 

The agreement, between Finnish banks, regulating 
the rate of interest on deposits, has been dissolved. It is 
expected that deposit rates will rise in consequence, all the 
more as money conditions have become tighter. 
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LATVIA 

The British Overseas Bank will take a controlling 
interest in the Latviesu Akciju Banka (Latvian Joint 
Stock Bank). The latter will increase its capital, and the 
former will acquire the major part of the new shares. The 
British Overseas Bank was negotiating some time ago 
with the Riga International Bank, but no agreement 
could be reached. The same institution has already 
participations in banks in Estonia, Danzig, Poland, 
Hungary, and other countries. The Latviesu Akciju 
Banka was established in 1922. Its share capital amounts 
to 600,000 lats. It paid dividends of 12 per cent. for the 
three years ended 1925, and 6 per cent. for 1926. 


POLAND 


A number of capital increases are being arranged in 
Poland. The Commercial Bank of Lodz has increased its 
capital from 1,000,000 zloty to 2,500,000 zloty. The 
Banque Franco-Polonaise has obtained authorization for 
the increase of its capital from 1,500,000 zloty to 
2,500,000 zloty. The Bank Ziemianski intends to increase 
its capital to 20,000,000 zloty ; the new shares would be 
taken over by the Paris banking firm Louis Dreyfus & Co. 
The Bank Kredytu Hipotecznego will increase its capital 
to 5,000,000 zloty. 

The board of directors of the Bank Handly Zagranic- 
znego will propose to the shareholders that the bank 
should go into voluntary liquidation. 


CZECHOSLOVAKIA 


An agreement has been reached concerning the 
absorption of the Allgemeine Boehmische Bankverein by 
the Bohemian Union Bank, Prague. The former is 
controlled by the Wiener Bankverein which, together 
with its associated banks, the Société Générale de Belgique, 
the Banque Belge pour |’Etranger, and the Basler 
Handelsbank, will have a participation of 22} per cent. 
in the share capital of the Bohemian Union Bank. The 
Prudential Assurance Company and the Banca Com- 
merciale Italiana, which acquired some time ago a block 
of Union Bank shares, will re-sell part of their holding to 
the Union Bank, which will thus be able to carry out the 
transaction without having to increase its capital. The 
amalgamation will take effect as from January I, 1929. 








AN ANNOUNCEMENT 


OF INTEREST TO THE 


BANKING WORLD 


The recent introduction of Burroughs Ledger Posting 
Machines in many of the London and Provincial 
offices of various Banks has aroused widespread 
interest. The advantages of the new method—both 
to the banks and their customers—have been 
favourably commented upon in the Press through- 
out the country. 


A similar development in the commercial world 
commenced several years ago. Many thousands of 
business houses use Burroughs Ledger Posting 
Machines and Typewriter Accounting Machines. 
They would never think of reverting to the old 
wasteful methods. 


This increasing interest in up-to-date book-keeping 
methods has caused a corresponding increase in sales. 
The Burroughs business in Great Britain and Ireland 
alone has trebled in the last three years. The Burroughs 
Building in Cannon Street, E.C., has been outgrown 
for some time past and it became absolutely necessary 
to seek larger premises, 








The whole business is now centralized in one of the 
most up-to-date suites of offices in the country, in 
one of the best known streets in Europe. Special 
rooms in these new offices have been reserved for 
discussions and investigations into the application of 
Burroughs Machines to all kinds of bank accounting 
problems. Bank executives are invited to consult 
with the trained specialists of the Burroughs Banks 
Department, men with considerable actual exper- 
ience of this work. 


urroughs 


Burroughs Adding Machine Limited 


CHESHAM HOUSE 136 REGENT ST LONDON WI 
Telephone: GERRARD 0754 (Private Branch Exchange) 
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Several important capital increases are in preparation. 
The Zivnostenska Bank intends to issue new shares to an 
amount of 50,000,000 crowns, or perhaps even 100,000,000 
crowns. The Bohemian Discount Bank intends to raise 


its capital next spring by 50,000,000 crowns. 


AUSTRIA 
It is reported that the Austro-Polish Bank, which was 
established after the war and which suspended activity 
some years ago, will be reconstructed, and will reopen 
for business shortly. Its share capital will be fixed at 
1,000,000 schillings, in which several leading Vienna 


banks will participate. 


LUXEMBOURG 
The net profits of the Banque Commerciale de 
Luxembourg for 1927-1928 amounted to 264,357 f. 
against 252,885 f. for 1926-1927. The dividend remains 
unchanged at Io per cent. 


ROUMANIA 

The process of bank amalgamations in the new 
provinces of Roumania continues. The Schwaebische 
Zentralbank in Timisoara has amalgamated with the 
Buergerliche Sparkassa in Arad. The capital of the new 
bank is 50,000,000 lei. A German banking group has 
granted the bank a credit of 16,000,000 reichsmarks. 
The Hungarian national party in Roumania has decided 
to establish a bank to serve the economic interests of 
Hungarian minorities in Transylvania. 


YUGOSLAVIA 
Negotiations are in progress for the establishment of 
an agricultural bank in Belgrade, with the participation 
of local and Czechoslovak banking interests. Its initial 
capital would be 5,000,000 crowns, which would be 
subsequently increased to 15,000,000 crowns. 


BULGARIA 
During the first half of 1928 the total turnover of the 
Sofia Clearing House amounted to 13,800,000,000 leva. 
Of this amount the National Bank was responsible for 
4,500,000,000 leva, while the Banca Commerciale Italiana 
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e Bulgara was second with 1,800,000,000 leva, and the 
Banque Franco-Belge was third with 929,000,000 leva. 


GREECE 

The Bank of Athens is increasing its share capital 
from 72,000,000 drachmae to 100,800,000 drachmae. 
The new shares of 28,800,000 drachmae will be offered to 
the holders of the old shares at the rate of two new shares 
for each five new shares held. 

On August 31, 1928, sight liabilities of Greek banks in 
terms of drachmae amounted to 6,373,631,000 drachmae, 
while their sight liabilities in foreign currencies amounted 
to 3,384,800,000 drachmae. Credits granted amounted 
to 5,337,597,000 drachmae, while the amount of bills 
discounted was 2,495,342,000 drachmae. 


SPAIN 


The Banco Espanol de Credito will issue 14,513 new 
shares of 250 pesetas each. The new shares will be 
offered at par to the old shareholders at the rate of one 
new share for each ten shares held. 


ARGENTINA 

The Government of the Province of Santa Fé is 
organizing a bank under the name of Banco Agricola 
Colonizador. Its capital will amount to 50,000,000 pesos, 
to be raised by the issue of a loan. The Banco di Napoli 
intends to establish a branch in Buenos Aires, owing to 
the increasing number of Italian immigrants in the 
Argentine. 

The Government of the Province of Entre Rios is 
establishing a provincial bank. Pending the ratification 
of the scheme by the Legislature, the Government’s 
agreement with the Bank of Italy and the River Plate, 
in virtue of which the latter acts as the former’s fiscal 
agent, has been provisionally renewed. 

The net profits of the Banco Espanol del Rio de la 
Plata for the business year ended June 30, 1928, amounted 
to 4,983,312 pesos, against 4,826,183 pesos for the pre- 
vious business vear. As in the previous year, 3,500,000 
pesos have been provided for bad and doubtful debts. 
Deposits and current accounts increased from 311,760,000 
pesos to 360,500,000 pesos. 
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Canada’s Banking Progress 
By Keith Morris 


HE continued progress of Canada in economic 
development is exemplified in the growth of 
Canadian banking during the present year, as 

indicated in the return of the chartered banks of the 
Dominion on September 29, 1928. On that date the 
total assets amounted to $3,301,689,670, compared with 
$3,029,680,616 on December 31, 1927. Total liabilities 
on September 29, 1928, amounted to $3,269,801,691, 
compared with $3,010,312,284 on December 31, 1927. 

The individual total assets of the Canadian banks 
on September 29, 1928, were as follows: Bank of Mon- 
treal, $845,273,389; Bank of Nova Scotia, $265,496,820 ; 
Bank of Toronto, $128,291,608 ; Banque Provinciale du 
Canada, $52,971,695; Canadian Bank of Commerce, 
$577,952,574; Royal Bank of Canada, $889,883,648 ; 
Dominion Bank, $142,191,813 ; Standard Bank of Canada, 
$96,971,092 ; Banque Canadienne Nationale, $151,472,073 
Imperial Bank of Canada, $143,901,382; Weyburn 
Security Bank, $7,283,576. 

In his recent presidential address to the Canadian 
Bankers’ Association, Mr. A. E. Phipps gave some 
striking figures relative to Canada’s banking growth in 
recent years. The total assets of banks on June 30, 1928, 
Mr. Phipps said, were nearly $200,000,000, more than 
twice the total of 1914. The increase in the volume of 
banking business as disclosed by total debits to in- 
dividual accounts at clearing house centres for the three 
months, June, July, and August, 1928, exceeded the 
total for the like period of 1927 by 20 per cent., of 1926 
by 35 per cent., of 1925 by 49 per cent., and of 1924 by 
54 per cent. 

Mr. Phipps made interesting reference to the develop- 
ment of the call loan in Canada, which has attracted a 
good deal ofg attention of late. Ten years ago, and 
earlier, some of the leading Canadian bankers declined 
to classify loans made in the Dominion against securities 
as call loans, for what seemed the sufficient reason that 
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and Overseas), formerly The Colonial Bank, in which an interest is owned by the 
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when a call was made there was not aiways prompt pay- 
ment, but since the end of the war there has been, with 
the increased wealth and greatly enlarged holdings of 
excellent securities by the Canadian people, a steady 
growth in the making of call and short loans by the banks. 
At the end of January 1923 the total of the call and short 
loans in Canada was $90,000,000; at the end of May 
1928 this had grown to over $269,000,000—an approxi- 
mate increase in a little over five years of 200 per cent. 
Current loans and discounts in Canada at the end of 
January 1923 amounted to $1,038,000,000; at the end 
of May 1928 the figure stood at $1,207,000,000, an 
increase of only 16°28 per cent. in ordinary business 
loans against the approximate 200 per cent. in call and 
short loans. 

There is a very clear explanation of why the latter 
percentage has not increased more than it has. A marked 
change has taken place within the last few years in the 
method employed by corporate enterprises in providing 
working capital. Formerly business corporations had 
in nearly all cases large loans from banks to provide 
working capital, with the periodic repayments. Latterly, 
these corporations rely more and more on the proceeds 
of bonds or stock issues or accumulated profits to furnish 
the capital needed from day to day, and in many instances 
these corporations, instead of being borrowers, as formerly, 
are today, for a substantial part of the year, depositors. 
And there are other reasons, including the present-day 
tendency to keep inventories to a minimum and the 
policy of shortening the term of credit. All of these are 
elements in the lessened borrowing requirements of 
mercantile and manufacturing interests from their bankers. 
In addition, at present there is lessened borrowing by 
farmers as the result of good crops and fair prices in the 
immediate past. 

Probably on the whole the change makes for greater 
stability as well as ability to meet unexpected calls for 
current loans. The security market, with the increasing 
wealth of the Canadian public, has so developed in recent 
years that the banker can readily convert his security 
holdings into cash with which to satisfy commercial 
demands. If there were not this relatively larger holding 
of securities, and if instead the banks were loaned to the 
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maximum to commercial, manufacturing, and other 
interests that cannot be called upon quickly to contract 
obligations, it would be difficult in case of expansion to 
find new money. The result is that while banking profits 
may be less, opportunity for business expansion is 
increased. 

An outstanding event in Canadian banking during 
the present year was the absorption of the Standard 
Bank of Canada by the Canadian Bank of Commerce. 
This reduces the number of chartered banks in the 
Dominion to ten, compared with twenty-five in 1973. 
Undoubtedly the era of banking amalgamation in 
Canada which has marked the present century has 
materially strengthened the banking system. That it 
has not involved the curtailment of banking facilities 
is shown by the marked increase of branch banks, which 
numbered 747 in 1902, and 3,870 at the end of 1927. An 
extension of Canadian banking, more especially to 
Newfoundland and the West Indies, has also proceeded 
very rapidly in recent years. 

Discussing the evolution of Canadian banking, Mr. 
C. E. Neill, an ex-president of the Canadian Bankers’ 
Association, points out that while the branch banking 
system of the Dominion was originally modelled on the 
lines of the system which prevailed in Scotland and 
England, the problems confronted in Canada were very 
different to those met by banks in Great Britain. Witha 
land area as large as that of the whole of Europe, but 
with a population only 20 per cent. larger than that of 
London, with a great per capita productive capacity and 
a foreign trade that ranks in value fifth among the nations 
of the world, conditions in Canada are much more varied 
than is generally appreciated abroad. Each section has 
its own peculiar conditions, and in order to meet this 
need the banks have grouped their branches by natural 
geographical conditions and in accordance with the 
natural areas of business interest. The branches in each 
district are under the supervision of a senior executive 
officer thoroughly familiar with the industries in his 
district and holding wide discretionary authority in 
dealing with the banking needs of the district. A con- 
sistent policy of decentralization leaves the local officers 
and executives a maximum amount of freedom and 
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initiative in responding to the needs of each particular 
community. Because of the flexibility of the present 
organization, many Canadian communities now have 
adequate banking facilities which would not be available 
if the capital had to be supplied from local resources. 
While this type of organization is especially adapted 
to meeting local requirements, responsibility for major 
policies must be highly centralized, and the Canadian 
banking system has become noted for its strength and 
conservative administration. 

Because of Canada’s great natural resources and 
exceptional productivity, foreign contracts are exceed- 
ingly important to the Canadian manufacturer and 
exporter. The foreign branches of Canadian banks have 
played an important part in extending the country’s 
foreign trade. In addition to their foreign branches, the 
banks have built up a network of foreign correspondents 
to facilitate the relationships of Canadian exporters and 
importers with companies and representatives in every 
important commercial centre in the world. 

There has been discussion lately on the consideration 
of improvements to the Canadian banking system, and 
the matter has been referred by the House of Commons 
in Ottawa to the Banking and Commerce Committee. 
The same committee has already conducted exhaustive 
inquiries, without finding grounds for radical change, 
and has recommended that in considering the revision 
of the Banking Act the bankers of Canada, with other 
competent persons, should be invited into conference 
for the purpose of studying the adequacy or otherwise 
of the present law from the standpoint of future credit 
requirements. 

The initiative in this regard is left with the Govern- 
ment, and early action is not anticipated, as four years 
must intervene before the next revision, and there will 
be an opportunity during those four years of observing 
the effect of recent amendments and the enlarged powers 
of the Finance Act of 1923. Nevertheless, whenever action 
is taken, the Canadian bankers will be ready to render 
assistance along the lines proposed by the committee, 
and have expressed their desire to do so. This has always 
been the attitude of the Dominion bankers, as previous 
investigations have shown, and there is satisfaction and 








CLARENCE TRUST LIMITED 


Central House, Finsbury Square, London, E.C.2 


Underwriting and Capital provided for 
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encouragement in the Banking and CommerceCommittee’s 
acknowledged appreciation of the fact that so vastly 
important a law as the Bank Act, and so delicate a thing 
as the credit structure, cannot be studied effectively 
without the aid of highly-qualified and _ practical 
bankers. 

The Canadian banking system has proved to be 
thoroughly efficient in service and efficiency. The 
system has been put to, and has withstood, severe 
tests and, happily, in the words of Sir John Aird, “‘it 
has, on the whole, been operated in a manner quite 
in accordance with the best traditions of British practice 
in finance.” If any alterations are deemed necessary 
to extend the utility and value of Canadian banking 
to the Dominions, Canadian bankers will be the first to 
co-operate. 
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Acceptance Credits 


NE of the principal strongholds of London in 
C) international financial affairs is the perfect organi- 
zation of its bill market. The existence of a 
number of well-established acceptance houses, discount 
houses and bill brokers secures the market the greatest 
possible efficiency and elasticity. The popularity of the 
sterling bill for short-term investment secures a constant 
demand, and this in turn makes it desirable for would-be 
borrowers to'avail themselves of the facilities of acceptance 
credit offered by this market. While before the war 
acceptance houses practically monopolized the market, 
there is now an increasing tendency on the part of joint- 
stock banks as well as London branches of foreign banks 
to take an interest in this branch of business. The 
acceptance houses are, of course, at an advantage 
owing to their experience. There is, nevertheless, a fair 
scope for joint-stock banks. As to the branches of 
foreign banks, despite the Bank of England’s not admit- 
ting their acceptances for rediscount, they have been in 
a position to develop an acceptance business owing to 
the increasing demand for sterling bills. Moreover, in 
many cases, the branch banks acquire the bills with the 
intention of holding them until maturity, so that it makes 
little difference whether they are eligible for rediscount 
or not. 

The principal rivals of the London bill market are 
New York and Amsterdam. The latter, in spite of its 
spectacular development since the war, is of a secondary 
importance. The great importance of New York cannot 
be denied. Owing to the lack of adequate organization 
such as is possessed by our market, however, it will be 
many years before New York is able to compete with 
London on an equal footing. One of the principal 
disadvantages of the New York bill market is the existence 
of the call-money market as a popular channel for 
temporary investment of liquid funds. The market for 
brokers’ loans is in a sense a rival to the market for dollar 
bills, and its fluctuations caused by the speculative move- 
ments in Wall Street affect unfavourably the stability 
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of the New York bill market. Whenever the call-money 
rate rises to abnormal figures there is a_ tendency 
to neglect the bill market as a channel of investment. 
The recent decline of the total volume of outstanding 
acceptances was largely due to this factor. 

In spite of the competition of joint-stock banks and 
foreign branches on the one hand and of the growth of 
foreign centres on the other, our acceptance houses 
have been progressing satisfactorily. There is sufficient 
business for every party concerned. For this reason 
it is to be regretted that, owing to competition of joint- 
stock banks, the commission on acceptance credit 
should be at a level at which it barely leaves a margin of 
profit. It will be remembered that, about two years ago, 
one of the joint-stock banks reduced the commission 
to } per cent. for three-months’ bills. A great many banks 
both in London and in other centres followed this example, 
but a number of houses maintained their rate of com- 
mission at its pre-war figure of } per cent. Although at 
the beginning they lost part of their business, they have 
recovered it since, and most of them are now occupied 
up to the maximum limit of their capacity. 

In fact, both acceptance houses and _ joint-stock 
banks have now to refuse a considerable amount of good 
business because they have reached their limit. In 
such circumstances it is anything but reasonable to 
work on a basis which does not secure an adequate 
profit. 

There is a general desire not only in London but also 
in New York and Amsterdam to restore the commission 
of } per cent. A concrete suggestion to that effect has 
been made in an editorial article appearing in the 
‘Acceptance Bulletin’ (the organ of the American 
Acceptance Council). As at present money rates are in 
our favour, this market could afford to take the initiative 
for the restoration of the old rate. It may be con- 
sidered certain that the other centres will follow the 
example. 





Mr. James McMurray, late Chief Manager in Persia, 
has joined the board of the Imperial Bank of Persia. 
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Banking and Finance in Switzerland 


The Establishment of the Gold 
Standard” 


I 

OT only before the foundation of the Banque 
N Nationale Suisse, but even after it had taken up 

its functions, until the outbreak of the World 
War, our country was permanently hampered by an 
outflow of silver specie. Our rate of exchange on France 
then being quite often below par, the five-franc pieces 
time and again went to that country, whence they had 
to be brought back to Switzerland at a considerable cost. 
It was therefore not surprising that in 1884, at which 
time the laws concerning banks of issue in Switzerland 
were unsatisfactory, and when a central bank of issue 
was as yet far off, the Federal Council gave notice of its 
withdrawal from the Latin Monetary Union. In 1885 
a conference was held in Paris to renew the Union. The 
efforts of the Swiss representative aimed chiefly at 
ensuring, in case of an eventual revision or abolishment 
of the Monetary Union, that the bimetallist system of the 
silver and gold standard should be replaced by the gold 
standard exclusively. 

To prove the correctness of our money experts’ 
programme, the experiences of the World War were 
necessary. During the war, and in the period immediately 
following it, the silver coin movements were ‘exactly 
reversed, and the Union coins flowed from other countries 
towards Switzerland. First came silver bullion, then 
followed the five-franc pieces, and finally—though in 
much smaller quantities—gold coin; thus gradually one 
category of the Union’s coin after another had to be put 
out of use in Switzerland. The actual dissolution of the 
Monetary Union became a legal fact when Belgium and, 
later, Italy and France, through the enactment of new 
monetary laws, parted with the basis of the former franc. 

At times, the other members’ rates had been so far 
below par with the Swiss franc that one silver franc if 





* From a lecture given by Professor G. Bachmann, President of the 
Banque Nationale Suisse, befdre a meeting of the delegates of the Swiss 
Society for Commerce and Industry on June 23, 1928. 
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brought into Switzerland would buy up to five times its 
value in the respective foreign currency. About 50 
millions in silver bullion and 225°5 millions in five-franc 
pieces of non-Swiss coinage have come into Switzerland 
and are now to be taken back by the countries of origin ; 
last year alone I11°3 million francs had to be withdrawn 
from circulation, and in all an amount of roughly 386 
million francs has been segregated from money coined in 
Switzerland. Such operations, as well as the financial 
burden caused by them, could be carried out without 
any disturbance to our money circulation, with the rate 
of our exchange conspicuously stable, and with our 
interest rates kept unchanged on their former low level. 
The bank of issue helped to solve the problem, not least, 
when the five-franc pieces were withdrawn, by holding 
in its vault, for the most part without interest, an amount 
of 225°5 millions in silver. 

On account of its bimetallist principle the Latin 
Monetary Union was predestined to dissolution. The 
withdrawal from circulation of the foreign bullion and 
of the five-franc pieces was generally commented upon 
with favour, and, in many instances, was even demanded 
for an earlier date. Desiring to act in every respect in 
accordance with the Monetary Union’s agreement, the 
Federal authorities hesitated to take the step. And 
yet, at the conference of 1921, the other members com- 
plained that Switzerland was hindering the inflow of 
foreign coin. Opinions on last year’s demonetization of 
the other countries’ gold coin differed somewhat from the 
favourable comment on the measures for dealing with 
silver coin. The former measure was interpreted as a 
measure devised by the bank of issue to draw upon the 
gold hoarded by private people in order to increase its 
gold reserve against bank-notes. But nobody was 
compelled to part with gold coin; gold merely ceased to 
be legal tender in Switzerland, i.e. was put on the same 
basis as English or American gold coin. The Banque 
Nationale, although no obligation was imposed upon it, 
issued in exchange for foreign gold coin gold pieces of 
Swiss coinage to the extent of not quite one-third of 
the amount received (roughly 32 million francs). The 
measure of demonetization became necessary because 
most of the foreign gold pieces had not full weight and 
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hence there was a loss of metal which, last year only, 
amounted to about 670,000 francs to the Confederation 
and to about 438,000 francs to the bank. 

While the dissolution of the Union prepared the legal 
conditions for a transition to the gold standard, arrange- 
ments were also made for redemption in gold. The figures 
of coinage at the end of 1927 may demonstrate this. The 
Swiss Mint had coined an amount of 379°5 million francs 
in gold, 26°5 millions of which were in ten-franc pieces. 
Of this 379°5 millions, the sum of approximately 181 
millions was kept in the vaults of the bank of issue. The 
bank had, on top of this 181 millions, a further amount 
of 336 million francs in gold. The silver money coined 
at the end of 1927 was 150°8 million francs. 

According to the policy adhered to by the bank, the 
gold standard became a reality in Switzerland in the 
autumn of 1924. Following the example of others, the 
bank took up a more active money policy, the result of 
which was that the average rate of the dollar ranged 
from 5.17 in 1925 to 5.19 in 1928. Since April 1925 the 
bank of issue has centred its interest on the policy of 
foreign balances. Trade in gold was freed of any re- 
strictions; and the preliminary work as to amendments 
of the laws on the monetary system and the bank of 
issue has been done. 

Ij 

As the Latin Monetary Union has been dissolved, as 
the Swiss Mint has resumed coinage of gold, as the gold 
stock at home and gold credits abroad have been accumu- 
lated, as the Swiss franc has been stable around the gold 
parity for a number of years, the season for a transition 
to the gold standard and for a corresponding reform 
of our laws seems to be ripe. As to a revision of the 
monetary law there are two requirements :— 

1. Only gold coin shall be legal means of payment, 
not the five-franc pieces. 

2. Coinage of gold shall be free and unrestricted; as 
to bullion, a maximum per capita of population shall 
be provided. 

A revision of the Bank-notes Act postulates that :— 

I. she notes of the Banque Nationale be not only a 
cash currency, but also become legal tender, i.e. they are 
to be accepted as means of payment by everybody. 


[Continued on page 337 
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CREDIT SUISSE 


ZURICH 


HE Crédit Suisse was established in 1856 with a 
T share capital of 15,000,000 f. as the first great 
institution among Swiss banks. Alfred Escher, the 
well-known statesman and promoter of Swiss railway 
companies, was the most prominent personality connected 
with its foundation, one of the principal objects of which 
was the financing of railway construction. The services of 
the Crédit Suisse were, however, also extended to indus- 
trial enterprises, which at that time were in strong develop- 
ment, and from the beginning it provided to a large 
degree for the financial needs of corporations of a public 
character. Valuable first-class foreign relations were 
initiated, which towards the end of the last century opened 
up a new field of activity which subsequently became of 
great importance, i.e. the participation in international 
financial transactions. 


Until the year 1904 the Crédit Suisse did not depart 
from its principle of centralization. With the extension 
of its activities in other Swiss centres, however, the 
necessity arose for representation in other Swiss towns by 
branch offices. In 1904 the first branch office was esta- 
blished at Basle, followed successively by the opening of 
similar offices at Berne, Frauenfeld, Geneva, Glaris, 
Kreuzlingen, Lausanne, Lucerne, Lugano, Neuchatel, 
St. Gall, and Weinfelden. These branches were for the 
most part formed by taking over old-established local 
banking firms; this has been of advantage in several 
respects. 


The increase of business and the continuous rise of 
deposits necessitated various changes in the share capital. 
The initial fully-paid capital of 15,000,000 f. was succes- 
sively brought up to 150,000,000 f., and reserves of 
43,000,000 f. were accumulated. With capital and reserves 
totalling 193,000,000 f., the Crédit Suisse is at the head of 
all Swiss banking institutions. 

The war naturally hampered the Bank’s international 
activities to a large degree, but in the post-war period this 
has been more than compensated. The strong position 
attained by the Crédit Suisse in the issue of international 


(Advt.) {Continued over 
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CREDIT SUISSE—continued. 


loans is a distinctive feature of its development since the 
war. The Crédit Suisse has participated in the taking 
over and issuing of a number of great foreign loans, acting 
often as syndicate manager. 

The progress of business of the Crédit Suisse may be 
gathered from the following data of balance-sheet totals at 
intervals of ten years since the Bank’s foundation : 


Balance-Sheet Totals 
Year (in million francs) 


1857 7 me ‘a a ne 20.3 
1867 7 si ‘a ~ ar 45.0 
1877 me iii ig i ee 80.7 
1887 me - we i ais 100.4 
1897 ‘a hi - - a 154.0 
1907 as ‘i os - a 375.3 
1917 a ng re st as 805.4 
1927 ‘si “a . .. 1,149.0 


Since 1895 the Crédit Suisse has distributed a yearly 
dividend of 8 per cent. 
The balance sheet on December 31, 1927, was : 


ASSETS 





Francs 

Cash - - - ‘i - ais ‘ 41,050,628.93 
Banks... én “a ‘a we vit -» 216,329,389.37 
Bills ae ik mo re cin a 192,612,860.04 
Money on short notice .. én oa dea - 8,692,925.45 
Securities and investments... - - iia 18,641,973.66 
Syndicates and participations .. ~ - a 28,327,582.— 
Mortgage bonds i - - gs =a 1,468,019.60 
Current accounts os i wis ee -- 631,361,143.63 
Bank premises .. ee sf Bs a oo 10,500,000.— 

I 148,984,523. 68 

LIABILITIES 

Current accounts - bs ar is ..  288,002,500.17 
Banks... Re si a i re a 162,636,510.19 
Small deposit accounts . . - — is Pe 91,160,843.90 
Bills payable .. - a ‘a -.  142,590,645.34 
Term deposits and bonds an oi ie ..  280,630,476.13 
Capital .. ; ; ee i - 53 130,000,000.—* 
Reserve fund .. in - 43,000,000.— 
Dividend (8 per cent. on 1 130,000,000 f. ) is a 10,400,000.— 
Carried forward . ‘a os on = rae §63,547-95 


1,148,984,523.68 





* Since the 1st February, 1928, the share capital has been raised to 
150,000,000 f. fully paid. 
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2. Redemption of notes be provided, at the discretion 
of the bank, in Swiss gold coin, in gold bars, or in foreign 
gold exchanges, i.e. in cheques or in transfers in foreign 
money. 

3. The denomination of notes shall not correspond to 
that of coin. The twenty-franc note shall be used until 
replaced by gold coin. 

When in 1850 the first Swiss money law established 
the silver standard, the five-franc piece was created. It 
was exactly five times the weight and the value of the 
monetary unit, the one-franc piece. With the intro- 
duction of the gold standard no objection need be raised 
to a five-franc piece designed for handiness and safety. 
The Zurich Chamber of Commerce proposed retaining the 
one- and the two-franc pieces, but reducing the five-franc 
piece from 25 to 15 grams. The Banque Nationale would 
accept this point of view if only the five- and the ten- 
franc notes were rendered unnecessary. But the bank is 
also ready to comply with the desire of the Department 
of Finance, proposing nickel for coining one-, two-, and 
five-franc pieces. As far as the value of the metal con- 
tained in coins is considered, the present five-franc piece 
has, at times, not even been worth two francs, and 
nobody has been alarmed by it. 

Before the war, when no twenty-franc notes existed, 
circulation of gold coin was estimated at I00 million 
francs. Today we have 379'5 million francs in gold 
pieces, about half of which is held by the bank, and, in 
addition, some 117 millions in twent?-franc notes. The 
amount ready to cover the demand for means of payment 
would appear to be sufficient. 


Iil 


The problems arising from the inodification of our 
monetary system are overshadowed by the more im- 
portant question of Switzerland’s return to the legal gold 
standard. A real gold standard is found only where 
redemption is made with gold coined in the country, i.e. 
where there is no reliance upon other countries’ gold. It 
is further necessary that gold be flowing freely in and 
out, thus assuring stable rates of the gold exchanges. 
On the other hand, free coinage is no requisite of the gold 
standard. 
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On the strength of article 39, paragraph 6, of the 
Constitution, or of article 23 of the Bank Act of 1905, 
the Federal Council on July 30, 1914, decided that the 
bank-notes should be not only legal, but also compulsory 
currency. Now it is proposed by the Banque Nationale 
that, while their legal currency should be adhered to, the 
issuing bank should be bound to redeem its notes. The 
Zurich Chamber of Commerce moved for an article 
providing explicitly that a creditor repudiating payment 
in notes by his debtor may not sue him for delay in 
payment. As today war conditions do not exist, the 
requisite for a compulsory currency, as provided in the 
above-mentioned article, no longer survives, and the 
decision of the Federal Council should be repealed. But 
the mere cancellation of the decision would create a 
very strange situation. The Banque Nationale would be 
obliged to redeem its notes in cash, i.e. in gold and silver. 
But since the dissolution of the Monetary Union the legal 
state of our gold and silver coin is uncertain; further, 
bullion silver would not be available in sufficient quan- 
tities, and redemption in silver cannot be abandoned 
without a change in the law. Moreover, the Banque 
Nationale would, at present, hardly be prepared to assure 
redemption of notes in gold in unlimited amounts. Nor 
have the currencies of Europe reached that degree of 
- stability which is the first condition of free gold circulation 
in Switzerland. Besides, other countries are still suffering 
from the effect of the war, and the rates of interest for 
borrowing are so much above our own rates that the 
resulting movements of capital would endanger our own 
gold circulation. Recent gold movements demonstrate 
that to support their currencies our neighbours are likely 
to require, for some time yet, considerable imports of 
gold. Yet Switzerland, unlike America or England, 
cannot be the holder of those countries’ reserves. If 
there is no reason to fear a rise in discount rates high 
enough to prevent an outflow of funds, redemption of 
notes in gold may be risked. It is true that the Swiss 
discount rate, which has been maintained at the same 
level since October 1925, is rather low, but it should 
not. be overlooked that in every country the official 
rate has its own functions in connection.with the private 
rates. 
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Swiss Bank Corporation 











(French style - Société de Banque Suisse) 
(German style - Schweizerischer Bankverein) 
(Italian style - Societa di Banca Svizzera) 














VER half a century ago, in February 1872, a group 
of prominent private bankers in Basle united their 
resources in the establishment of an institution 

which was intended in the first place to act as an issuing 

house for shares and bonds. This new institution, which 
eventually adopted the styles quoted above, gradually 
extended its scope of activities to more general business, 
and in the early nineties of last century the bank already 
figured among the leading commercial banks in Switzer- 
land, besides main- 
taining its prominent 
position in the issue 
business. The Cor- 
poration has ever 
since continued to 
take an active part in 
the development of 
trade and industry, 
and its interests both 
inside Switzerland 
and in the interna- 
tional markets have 
steadily expanded in 
the course of years. 



























After having 
amalgamated with Jew Pon 
several well - known London Office: 99 Gresham Street, E.C.2. 
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SWISS BANK CORPORATION—continued. 


institutions in Zurich, St. Gall, Basle and elsewhere, the 
bank opened an office in London in 1898. The London 
branch was for a number of years at 43 Lothbury, E.C.2, 
but was moved to offices in its own building at 99 Gresham 
Street, E.C.2, in 1925. At a considerably earlier period a 
West End Branch office was opened at 11c Regent Street, 
S.W.1, and it is interesting to record that these two offices 
are still the only branch offices of any Swiss Bank existing 
outside the frontiers of Switzerland. 


In Switzerland, besides the head office in Basle, 
principal offices are established in Zurich, St. Gall, 
Geneva, Lausanne, La Chaux-de-Fonds, Neuchdtel, 
Schaffhouse, branches in Bienne, Chiasso, Herisau, Le Locle, 
Nyon, and agencies in Aigle, Bischofszell, Morges, Les 
Ponts, Rolle, Rorschach. 


The share capital and reserves at present amount to 
182 million Swiss francs ({stg. 7,280,000). The following 
figures illustrate the development of the balance sheet 


during recent years : 


Balance 

Sheet 

as per Share Total Gross Net 
end of Capital. Reserves. Deposits. Assets. Profits. Profits. 


1913 .. £3,280,000 £1,110,000 £13,035,400 £23,529,800 £580,680 £341,720 
1918 .. £3,280,000 £1,240,000 £32,980,800 £40,060,320 £946,200 £466,840 
1919 .. £4,000,000 £1,240,000 £38,712,720 £47,398,560 £1,294,280 £523,040 
1920 .. £4,800,000 £1,320,000 £38,178,080 £47,607,160 £1,556,640 £471,680 
1921 .. £4,800,000 £1,320,000 £35,437,200 £43,317,880 £1,526,760 £462,000 
1922 .. £4,800,000 £1,320,000 £33,135,560 £40,782,880 £1,414,080 £421,080 
1923 .. £4,800,000 £1,320,000 £33,193,680 £41,582,880 £1,369.560 £430,680 
1924 .. £4,800,000 £1,320,000 £35,964,760 £42,530,560 £1,422,360 £432,040 
1925 .. £4,800,000 £1,320,000 £36,087,800 £42,668,200 £1,373,640 £436,160 
1926 .. £4,800,000 £1,400,000 £40,932,560 £47,545,360 £1,401,640 £456,400 
1927 .. £5,600,000 £1,680,000 {42,109,200 £49,802,320 £1,476,920 £509,200 


The Corporation has numerous Correspondents in all 
parts of the world and is fully equipped to carry on general 
banking business of every description. 
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The effect of a movement of the discount rate upon 
the rate of interest for notes and obligations, and the 
consequent reaction upon the market for mortgages, is 
well known. If the Board of Directors of the Banque 
Nationale is advocating a federal mortgage bond, it is 
from a desire to unlink mortgage financing from the 
short-term money market. It is debatable whether 
redemption in gold is a justification for rising interest 
rates, or whether commerce, industry, and agriculture 
are not more concerned for stable and low rates of 
interest than for a law providing that gold coin be paid 
out on demand. Here it must be taken into account 
that the exchange rate of any country may suddenly rise 
so long as currencies are manipulated through a com- 
pulsory legal tender, and that in trying to keep the 
Swiss franc at par, gold and gold exchange reserves 
might be endangered. It is therefore the opinion of the 
Banque Nationale that by leaving in circulation all gold 
coin at present out of the bank, and by selling in un- 
limited quantities any foreign exchanges at prices well 
within the gold points, all reasonable need of gold is, for 
the moment, satisfied. The bank’s gold exchanges are 
exclusively investments in dollars and in sterling which 
are immediately available and may be converted into 
gold and shipped to Switzerland on demand. Such 
transactions are quite frequently carried out to replace 
silver as cover of notes by gold imports. 

The Banque Nationale is asking that its management 
be given authority to decide independently if and when 
the notes are to be redeemed according to its own con- 
venience in gold coin, gold bars, or gold exchanges. It 
wishes to announce redemption in gold, and thus to 
establish the real gold standard, as soon as no disadvan- 
tages are likely to follow. Now it would agree to a legal 
provision that the Swiss exchange be managed between 
the gold points, and that gold gathered from inland 
circulation at its cash counters be paid out again if 
desired. When the decision of the Federal Council of 
July 30, 1914, is repealed, a new monetary system should 
become law which, while not altering the present practice, 
would have its effect abroad and would be a step forward 
in the direction of the Swiss franc’s stability being based, 
not only de facto but also de jure, upon gold. 

AAZ 
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The State Finances of Switzerland 
By Dr. jur. J. Oetiker 


(Head of the Swiss Federal Finance Administration) 


HE finances of the Swiss Confederation were 
severely shaken by the war. The cost of mobilizing 
the army alone ran up to as much as 1,160 million 

Swiss francs. The war was followed by an intense crisis 
affecting all spheres of the nation’s economic life. The 
relief of unemployment and the urgent measures voted 
by Parliament in aid of distressed industries and for 
reducing the price of certain foodstuffs involved a sacrifice 
of nearly 717 million Swiss francs on the part of the 
Confederation. The deficit of State accounts increased 
from year to year and reached its culminating point in 
1g21, after which, as will be seen from the following 
table, it grew gradually smaller until, in the Budget 
estimates for 1929, it had disappeared altogether r and had 
been replaced by an excess of revenue, a result which had 
not been achieved since 1808 : ; 


Deficit 


Of the Of the adminis- Of the State 
budget | trative account account 


| 

| 

million Swiss francs) 
1921 wa ¥33,2 127,5 
1922 a 99,4 79,4 
1923 ee 54,0 45,4 
1924 a 38,2 | 21,6 
1925 a 17,0 9,0 
1926 _ 24,2 9,3 
( surplus ) 

1927 ‘2 13,¢ z,5 ' 
39 2 | revenue } 





1923 9,2 — 
1929 (surplus revenue) 2,0 | - 


| 
The difference between the administrative account and 
the State account is explained by the fact that the latter 
not only comprises the balance of the administrative 
account, but also that of the capital account, as well as 
extraordinary revenue and expenditure. 
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BANQUE COMMERCIALE DE BALE 


GENEVA. BASLE. ZURICH. 
Established 1863 








Capital fully paid and Reserves - Swiss Fr. 132,000,000. 






INVESTMENTS IN 
FIRST-CLASS STOCKS and BONDS. 


CUSTODY OF SECURITIES. 
PRIVATE ACCOUNTS. 
EVERY DETAIL ON APPLICATION. 








Local Adviser in London: 
Mr. F. HAEGLER, 6 Bishopsgate, E.C.2. 












CREDIT LYONNAIS 


CAPITAL Subscribed and Paid Up Frs. 255,000,000 
RESERVES - - - - Frs. 227,000,000 






Head Office: Central Office: 


LYON, Palais du Commerce PARIS, 19 Boulevard des Italiens 








1,040 BRANCHES IN FRANCE AND ABROAD 





CORRESPONDENTS IN ALL PARTS OF THE WORLD. 







BRANCH IN GENEVA: Place Bel Air 





All Descriptions of Banking Business Transacted 
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It has not, however, been without difficulty that the 

budget of the Swiss Confederation has recovered its 
equilibrium. In 1915 the Swiss people, in a splendid 
élan de patriotisme, accepted the Federal war tax which 
was expected to cover part of the mobilization costs. 
In 1916 the tax on war profits was introduced, while 
the Federal stamp duty was instituted in 1917. Although 
these new sources of revenue yielded more than was 
expected, the Confederation was, nevertheless, compelled 
to have recourse to loans. After the war was over, the 
ever-increasing deficit forced the Federal Government 
to cast around for further resources. It thus came 
about that in Ig19 the people accepted the new extra- 
ordinary war tax. In 1g2r the Custom Tariff was 
revised. The duties on Tobacco were increased and a 
special tax on coupons of shares and bonds was levied. 
In 1923 the import duties on petrol were raised. Finally, 
in 1927, the import duty on barley, malt, and beer, as 
well as on automobiles, was also increased. With regard 
to expenditure, the Government endeavoured at the same 
time to cut it down as much as possible by adopting a 
more conservative policy in granting subsidies, by reduc- 
ing its staff to the strictly indispensable minimum, and 
by simplifying the administrative apparatus. Today it 
can be asserted that the improvement in the ordinary as 
well as in the extraordinary budget of the Swiss Con- 
federation has succeeded. Since 1926 the State account 
shows a surplus of revenue which, though modest, 
increases year by year. 

In 1913 the assets of the Swiss Confederation 
amounted to 102 million Swiss francs. By the end of the 
first year of the war the active balance had already turned 
into a passive one of 30 million Swiss francs. After that 
the public debt increased steadily, and in 1925 reached 
a total of 1,566 million francs, i.e. 400 francs per head of 
population. Now, to improve the financial situation of a 
State, it is necessary not only to achieve equilibrium of 
the ordinary and the extraordinary budget, but also to 
provide adequate measures for redemption, on a sound 
basis, of the public debt. The war tax, which, it was 
thought, might be used for the amortization of the debt 
incurred through the mobilization of the army, served to 
cover the immediate needs of the Treasury. The object 
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THE 
“Comptoir d’Escompte de Geneve ” 


in Geneva 
Capital and Reserve Fund - 68,000,000 frs. 





year 1855 in the city of Geneva, and is, therefore, one of the most 

ancient banking houses in Switzerland. Since the very beginning 
the commercial character of its banking has been one of its most salient 
features, its founders and early administrators being for the most part 
composed of the merchants and tradespeople of the city of Geneva. At 
the same time we mention here that the “ Comptoir d’Escompte de 
Genéve ” began as a private enterprise, and still remainsso. During the 
first period of its existence the granting of credit was limited chiefly to 
the merchants and tradespeople of Geneva. Notwithstanding this 
restriction, business developed so rapidly that credits on current account, 
which originally had amounted to the sum of 1,000,000 frs., were tripled 
in the year 1870, and, in 1890, reached a figure seven times as great. In 
view of the fact that international relationships and activities were be- 
coming of greater frequency and importance, an establishment as important 
as the “ Comptoir d’Escompte de Genéve ” could with difficulty continue 
to maintain its character as a strictly local bank, restricting its activities 
within a special limited area, and so, by degrees, its operations became 
more extensive until, through the varied domains of its banking operations 
and activities, it found itself in relationship with the business and affairs 
of a growing number of foreign countries. 

Moreover, this development is justly paralleled by the constantly 
increasing importance of Switzerland in the international world. She 
has been called to play this réle for various reasons, not the least of them 
being due to the fact of her political structure, her national institutions 
and her geographical position. 

The “ Comptoir d’Escompte de Genéve” has thus been able to 
operate successfully in the granting of credits against documents and to 
participate in the numerous international issues which have been taken 
by the Swiss banks during recent years, contributing in this manner to 
the consolidation of Europe after the Great War. 

This extension into international business, which is taking place in 
all Swiss banks, has by no means injured Swiss business itself; on the 
contrary, it is the natural consequence of banking development, pushed 
to its extreme limit by the activities of the Cantonal banks, the local 
banks, the savings banks and credit banks which have sprung up every- 
where side by side with the commercial banks. 

The increases of capital which have been made from time to time 
show clearly the steady and regular development of the institution : 


T= “Comptoir d’Escompte de Genéve” was founded in the 


Frs. Frs. 
1855 is aca 1,500,000 I9IO at .. 1§,000,000 
1860 ae ia 3,000,000 1917 ia «+ 20,000,000 
1897 nia «+ §,;000,000 1918 we . + 30,000,000 
1900 re «+ 7,500,000 1920 ‘aa .. 45,000,000 
1905 an .. 12,500,000 1928 - .. 60,000,000 
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THE ‘*COMPTOIR D’ESCOMPTE DE GENEVE” IN GENEVA—continued,. 


Desiring to improve and enlarge its scope of activity in Switzerland, 
the “ Comptoir d’Escompte de Genéve ” has extended its network of banks 
and their branch offices in the most important towns of Switzerland. It 
has already established itself in the financial centres of Zurich, Basle, 
and Lausanne, and branch banks in Vevey, Neuchatel, and Leysin, 
creating not only new banking centres, but at the same time absorbing 
other existing ancient banking firms. 


Below we present a table showing the balance-sheet totals at various 
dates : 


Frs. Frs. 
1856 ‘a -. 3,606,000 1913 ‘ia .. 98,057,000 
1865 as ns 7,693,000 1915 ~~ «+ 94,420,000 
1875 ur ++ 9 300,000 1920 ve .. 255,861,000 
1885 ne .. 12,489,000 1925 as -. 367,490,000 
1895 we .. 19,569,000 1926 as .+ 397,266,000 
1905 ae .. 58,992,000 1927 “a -+ 442,580,000 


The totals suffered from the Great War, which was the cause of the 
withdrawal of deposits and the stagnation of business, but the vigorous 
increase of business which has occurred since the year 1920 has been 
due to the doubling of the institution’s capital, and especially to the 
creation of branch banks in Switzerland. The total balance-sheet at the 
last account amounted to the sum of 442,580,373.38 frs., about four to five 
times as great as in the year 1915, twenty-three times as great as in 1895, 
and 123 times as great as in £856. 


The development of credit business is shown by the amount of 
credits on current account at different dates : 


Frs. Frs. 
1856 ne ana 1,337,000 1913 iy -» 59,670,000 
1865 ‘oi -+ 4,294,000 I9I5 ju «+ _ §1,655,000 
1875 is -+  53376,000 1920 at .. 1§0,568,000 
1885 ‘fs -» 4,711,000 1925 int -+ 195,990,000 
1895 ne .. 10,728,000 1927 iba .. 217,462,000 
1905 ee «+ 35,256,000 


It is interesting to remark upon the constant increase of the total 
creditors as also upon the confidence of the bank customers which this 
implies : 


Frs. Frs. 
1856 wi x 1,910,000 1913 his -- 66,215,000 
1865 ke .+ 3,630,000 I9I5 a .. 64,815,000 
1875 “s -»  §5738,000 1920 ia -+ 1§8,417,000 
1885 a “ 6,142,000 1925 aa .» 235,767,000 
1895 ie .. 14,568,000 1927 iid -+ 253,552,000 
1305 = .. 46,127,000 


Recent dividends are : in 1921 and 1922, § per cent.; in 1923, 1924, 
1925, 6 per cent.; in 1926 and 1927, 7 per cent. 


The Board of Administration at the present moment is composed of 
the following gentlemen: Messrs. Robert Julliard (President), Arthur 
Robert (Vice-President), Ernest Chavannes (Second Vice-President), 
René Hentsch (Secretary), Emile Clerc (Deputy-Administrator), Edouard 
Bordier, Jules Christin, Roger Demierre, Albert Gampert, Charles de 
Haller, Hermann Loretan, Gaston Perrot, David Ramu and Louis Weber. 
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of the new extraordinary sources of revenue was neces- 
sarily confined to retarding the rate of increase of the 
debt as a whole. At the same time, this debt, whilst 
becoming increasingly heavy with the floating of new 
loans, added to the budget of the Confederation the 
burden of an ever-growing interest service. In 1925 
the service of the debt absorbed one-third of the total 
revenue. Adequate measures to improve the finances 
of the Confederation were, therefore, urgently needed. 
There was but one means left: the earmarking of the 
balance of the war tax (after deducting the necessary 
amount to meet future extraordinary expenditure) for 
the redemption of the debt. The Swiss Parliament 
resolved, therefore, to begin in 1926 with the redemption 
of the public debt by means of annuities levied on the 
revenue yielded by the war tax. But the balance of this 
tax available for this purpose, viz. 275 millions, is far 
from being sufficient for the redemption of a debt of 
1,500 million Swiss francs. The programme of amortiza- 
tion provides, by an ingenious arrangement, for an 
acceleration of the process of amortization by extending 
it beyond 1934, in which year the war tax will cease to 
take effect. To the annuities referred to above will be 
added the successive amounts saved on the interest in 
consequence of the progressive reduction of the public 
debt which, in this way, will be entirely redeemed by 
1966, i.e. within forty years. 

The Swiss Confederation has floated five loans in the 
U.S.A., two of which are already fully repaid. The other 
three are as follows :— 

(1) The Swiss Confederation External Gold 54 per cent. Loan of 
1919.— $30,000,000 in bearer bonds of $500 and $1,000, issued at 
New York at the rate of 96} per cent. on August I, Ig1g9, and 
maturing on August I, 1929. On December 31, 1928, the 
Confederation had reimbursed $13,000,000; the balance of 
$17,000,000 will be redeemed at maturity without its being 
necessary to issue a new loan. 

(2) The Swiss Confederation External Sinking Fund Gold 8 per 
cent. Loan of 1920.—$25,000,000 in bearer bonds of $500 and 
$1,000, issued in New York and Chicago, at par, on July 1, 1920, 
and falling due on July 1, 1940. This loan, however, may be 
redeemed, at thirty days’ notice, at the rate of 105 per cent. on 
July 1, 1930, or at any subsequent interest day. The Confedera- 
tion is under the obligation to redeem, at a rate not exceeding 
105 per cent., $1,000,000 a year, payable quarterly. If the bonds 
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should happen to be quoted higher than 105 per cent., the annuity 
is to be paid into the sinking fund which, after July 1, 1930, will 
be used for the redemption of the bonds at the rate of 105 per 
cent. On December 31, 1928, the Confederation had redeemed 
$6,000,000. There thus remains $19,000,000 to be written off. 
(3) The Swiss Confederation External Gold 54 per cent. Loan of 

1924.— $30,000,000 in bearer bonds of $500 and $1,000, issued in 

New York at the rate of 97} per cent., on April I, 1924, and 

maturing on April 1, 1946. This loan, however, may be fully 

repaid, at par, at thirty days’ notice, on April 1, 1934, or at any 
subsequent interest day. 

It was not till after 1918 that the financial situation 
of the Cantons grew precarious. Up to that date the 
Cantonal budgets had not suffered from the war to the 
same extent as that of the Confederation; they were 
spared the serious effects of the upheaval which, right 
from the beginning, had shaken the Confederation’s 
finances. The general advance in prices and unemploy- 
ment relief was, however, responsible for a heavy increase 
in Cantonal expenditure, and deficits grew. From 1923 
onwards, however, they began to decline. In fact, 
whereas in 1919 the Cantonal accounts balanced with an 
aggregate deficit of 77 millions, this deficit was replaced 
in 1927 by a surplus of 13 million. This result is due to 
the enormous increase of revenue. Cantonal taxation was 
raised to a considerable extent. In 1913, the proceeds 
of direct and indirect taxes reached the sum of g2°8 
millions (24 Swiss francs per head of population). In 
1926 they totalled no less than 246°8 millions (63°6 francs 
per head of population). 

The subsidies granted by the Confederation to the 
Cantons were also substantially increased, as was their 
legal share in the revenue derived by the Confederation 
from the military tax, the tax on patents, alcohol mono- 
poly taxes, stamp duty, the import duty on petrol, etc. ; 
these revenues show a tendency to increase continually ; 
whereas in 1913 they amounted to 13°1 millions, they 
exceeded in 1926 the sum of 55°4 million Swiss francs. 
It is, therefore, due to the financial aid of the Con- 
federation that the Swiss Cantons have been able to 
reach a state of financial balance so rapidly and to enjoy 
the full benefit conferred upon a State by a financial 
situation, which it may be bold to describe as brilliant 
but is none the_less enviable. 
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Tourist Traffic 


and the Hotel Industry in Switzerland 
By Dr. Junod 


(General Manager of the National Tourist Office, Zurich) 


lakes, her mountains covered with eternal snow, 

her glittering glaciers, her health resorts, her 
picturesque railways, her romantic villages, towns, and 
medieval castles, her historical past—as far back as the 
Romans—her quaint national customs, her renowned 
schools and her famous hotel organization, have made of 
Switzerland the meeting-place of the tourist ; in a 
word, the “ Playground of the World.”’ 

That which appeals to the traveller in Switzerland, 
besides her picturesque sites, her invigorating climate, 
and her spas, is her tourist organizations, either for those 
who wish to go in for the various sports which the country 
affords, or for those who wish only to recuperate their 
health or to study Nature from the artistic, historic, or 
economic point of view. If ‘mere beauty ” is the chief 
aim of touring, there are other factors scarcely less impor- 
tant which encourage the traveller to visit Switzerland. 
They are the economic and political conditions of the 
country, the development of the hotel industry, the 
extension of means of communication, the renown of the 
public and boarding schools, the celebrity of the phy- 
sicians, the model organization of clinics and sanatoria, 
etc. In any of these domains, Switzerland may be 
equalled but not surpassed. 

In the course of the last sixty years the flood of tourists 
has grown greater and greater. Famous resorts have been 
established even in the remotest and least known valleys, 
at the very foot of the snow-clad giants—Zermatt, for 
instance, and St. Moritz. In the year 1871 the first 
cog-railway was built from Vitznau to the summit of the 
Rigi (5,900 feet). Later still more hazardous lines were 
built, transporting the tourist above the glaciers and 
eternal snow. Chief among these, perhaps, are the 
Gornergrat Railway above Zermatt (10,289 feet), and the 
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Jungfrau Railway, with the highest hotel in the world 
(11,340 feet). 

International railway lines are very numerous in 
Switzerland, which has been called on this account “ the 
turning platform of Europe.’’ Some of the lines are 
universally renowned as feats of engineering, and the 
chief of them are main lines of both the traffic and tourist 
travel which has to cross the chain of the Alps. These 
are the St. Gothard line, with a tunnel 9} miles long; 
the Simplon line, with the longest tunnel in the world 
(12 miles 737 yards), and the Létschberg line, through 
the Bernese Alps, with a tunnel g miles long. Another 
interesting tourist line is the Rhetian Railway in the 
Grisons, running through the Albula tunnel to the 
Engadine. 

Thanks to the abundance of watercourses, fed in 
summer by the melting glaciers, electric traction will in 
time be substituted everywhere for steam power. Most 
of the mountain lines are already electrified, and in a few 
years’ time all Swiss railways, particularly the chief 
international lines, will be so operated. 

Besides railways, there is at the disposal of tourists 
efficient steamboat a on the Swiss lakes, chiefly 
in summer. 

The roads, which were the chief means of communica- 
tion up to the nineteenth century, have come to the fore 
again on account of the automobile. In no other country 
in the world could be found more picturesque, more 
daring Alpine roads than those of the Fourka, the Grimsel, 
the Simplon, the St. Gothard, the Bernardine, the many 
loops of which graze and tower over the glaciers. Postal 
motor-cars run regularly in summer on these roads. 

Switzerland is chiefly frequented by tourists in the 
summer months, their chief recreations being walking 
excursions, mountaineering, golfing, fishing, rowing and 
swimming ; travellers frequent chiefly the spas and the 
picturesque towns. 

Summer is the cycling and motoring season on the 
numerous lower and higher roads. At the resorts on the 
shores of the Lake of Geneva (Montreux, Vevey, Clarens), 
at Lucerne, at Thun, and on the southern lakes (Lugano, 
Locarno), there is, thanks to the extraordinary mildness 
of the climate, a season all the year round. 
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SWITZERLAND 


IS THE COUNTRY 


FOR 


those who wish to have a really good time and enjoy the 


WINTER SPORTS 


under ideal conditions. 


For full information apply to 


SWISS FEDERAL RAILWAYS 
llb Regent Street 


LONDON, S.W.1 


Illustrated Booklets, Maps, Hotel Guides, Fare Lists and Time Tables 
supplied free on application, as also by the principal Tourist Agents. 


BANQUE POPULAIRE SUISSE 


Paid-up Capital and Reserves 185 Million Francs. 
Central Office: BERNE. 


— Branches and Agencies — 
Aarbourg Dietikon Meilen Schaffhouse 
Altstetten Estavayer Montreux Soleure 
Amriswil Fribourg Moutier Tavannes 
Bale Genéve Morat Thalwil 
Berne Glaris Payerne Tramelan 
Bienne Horgen Porrentruy Uster 
Breuleux Kreuzlingen Romont Wadenswil 
Brougg Kriens Rue (Fribourg) Weinfelden 
Bulle Kusnacht Saignelégier Wetzikon 
Bumpliz Lausanne St. Gall Wil (St. Gall) 
Chatel St. Denis Locarno St. Imier : Winterthour 
Delémont Lucerne St. Moritz Zurich 


Commercial Credits, Discounting of Bills, Documentary Credits 
and any other banking transaction. 
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Within the last thirty years, winter sports have 
become so popular that the winter season attracts 
crowds of tourists wishing to enjoy outdoor sports on the 
heights. Invalids and convalescents, as well as those in 
good health, enjoy the luminous action of the sun, which 
is an incomparable boon to the human organism. This is 
the secret of the growing popularity of the Swiss moun- 
tains, not only in summer, but in winter too. The hotels 
being most comfortable and well heated, a stay in the 
mountains is particularly attractive in every respect; 
for, besides outdoor exercise, the tourist can enjoy the 
long evenings indoors, the hotels organizing numerous 
dances, pageants and fétes of all sorts. 

Switzerland is the paradise of mountain climbers. 
Hotels or huts of the Swiss Alpine Club have been built 
in the highest valleys and at the foot of snowy peaks. 
Besides perilous ascents for the experienced, there are the 
more easily accessible summits and the Alpine passes. 
The views of the glittering glaciers, the deep valleys and 
the dark blue lakes are sights never to be forgotten. 

There are in Switzerland some twenty-eight golf 
links, and tennis courts are to be found at every summer 
station. The numerous rivers and lakes give those 
preferring nautical sports ample opportunity to pursue 
their recreation. 

The Swiss towns, with their famous and comfortable 
hotels, economic and intellectual centres, rich in monu- 
ments and treasures of art, each having its special 
character, its particular style: these places at all times 
well deserve to attract their visitors. 

The economic importance of Swiss touring goes hand 
in hand with the hotel industry, and everywhere so-called 
local or regional societies of development and committees 
of initiative have been founded, including institutions 
and individuals desirous of furthering the development 
of their station or region. These societies are supported 
by several associations, such as the Swiss Alpine Club, 
the aim of which is to propagate the love of the mountains 
and to facilitate Alpine excursions. On the other hand, 
the Swiss Automobile Club, the Swiss Touring Club, and 
a number of sporting associations contribute largely to 
the development of automobile tours. Those having an 
immediate interest in touring and who are conscious of 
[Continued on page 355 





Union Financiere de Genéve 


HROUGH its geographical position and its well-established foreign 
T relations, Geneva has secured for itself an important banking clientele 
and has become a first-class financial centre. Its position has more 
recently been further strengthened by the presence of the seat of the League of 
Nations, which has increased its points of financial contact with foreign countries. 


So far as banking matters are concerned, Geneva differs from other Swiss 
centres in the particularly important place occupied there by the private banks, 
a large number of which have existed for more than a century. Faced with the 
competition of the large establishments, however, the private banks of Geneva 
came to feel a necessity for uniting their efforts in business matters. 


As early as 1872 they created for that purpose the “‘ Association Financiére de 
Genéve ” and, later, “‘ La Banque Nouvelle des Chemins de Fer Suisses.” The 
above two companies combined in 1890 to form “ l’Union Financiére de Genéve.”’ 


At present the group of Il’Union Financiére de Genéve includes the following 
firms : 


Messrs. Bordier & Cie., Chauvet & Cie., Darier & Cie., Ferrier Lullin & Cie., 
Hentsch & Cie., Hentsch Forget & Cie., Lombard, Odier & Cie., Paccard Mirabaud 
& Cie., Pictet & Cie. in Geneva, and Charriére & Roguin in Lausanne. 


L’Union Financiére de Genéve specializes in the issue of securities and in the 
creation of syndicates; it acts as representative for the various firms of its group 
at the Cartel des Banques Suisses (a permanent syndicate of the large banks for 
the issue of Swiss loans), and studies the proposals addressed to it for the purpose 
of putting out new issues of stocks or bonds. Owing to the fact that the banks 
which belong to its group are largely concerned with the investment of private 
capital, Union Financiére de Genéve is in touch thereby with a considerable 
outlet for its issues. It also gets the benefit of the relations established by the 
various houses of its group, which are all represented on its Board of Directors, 
and are interested in the management of other companies through their partners. 


Starting with a capital of 12,000,000 Swiss francs, l’Union Financiére de 
Genéve increased it in January 1927 to 20,000,000 francs, and in February 1928 
to 30,000,000 francs, divided into 60,000 shares of frs. 500 par value all issued and 
fully paid. 


Its latest published BALANCE SHEET, as at December 31, 1927, reads as follows : 


ASSETS. 
Fr. 


Cash .. Ka ne me bss bis acs Pe sti I,127,792.70 
Bills discounted eh ee és Pe ae id me 992,414.10 
Banks .. es ea a oe sa a ae ..  13,635,230.60 
Demand loans .. rc iy ‘ia be i aa ais 6,498,996.70 
Syndicate participations a ie oa as ae 8,641,608.70 
Premises a sia a ies ee a aise sc 400,000.00 
Investments in stocks and bonds .. sa ia - ++  37;788,957.20 


- 69,085,000.00 


[Continued over 
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UNION FINANCIERE DE GENEVE—continued. 
LIABILITIES. 





*Capital stock (40,000 shares of fr. 500 par fully paid) 
54 per cent. Debenture Bonds 

5 per cent. Debenture Bonds 

Statutory reserve 

Reserve for federal taxes 

Reserve for contingencies 

Demand deposits 

Time deposits . . 

Surplus 





























Total 


* Since increased to 60,000 shares of fr 500 par fully paid. 













DEBIT. 





Interest charges on 5} per cent. and 5 per cent. bonds 
Expenses resulting from issue of own stocks and 5 per cent. bonds 
General expenses : Fr. 


























Miscellaneous taxes and federal stamp tax. . 467,076.05 
Reserve for federal stamp tax on own stocks 33,000.00 
Administration, salaries, insurance of per- 

sonnel, etc. -. 6§6,911.15 





Balance ‘ a ja ma 
As follows : Net earnings for 1927 

Plus balance left over from 1926 
Total 








2,527,566.50 
15,391.60 



















CREDIT. 


Balance carried forward from the fiscal year 1926 .. 
Commissions and miscellaneous interest 

Interest and dividends on investments es 
Profits on sales of securities and syndicate profits. . 


Total 



























5 per cent. for 1923 and 1924. 
54 per cent. for 1925. 
7 per cent. for 1926 and 1927. 











Basle, and Zurich, was around 815°00 on December 1, 1928. 











following : 








Issue Price 

















per cent. 
Issue of 6 per cent. Austrian Gold Bonds 1923 
(League of Nations) ‘ 81 
i 74 per cent. Hungarian Gold Bonds 1924 
(League of Nations) me ap 89 





74 per cent. City of Salzbourg, 1925 sai 95 





INCOME STATEMENT AS AT DECEMBER 31, 1927 


4,513,886. 35 


Dividends have been distributed in the last five years as follows : 





Fr. 

20,000,000.00 
761,500.00 
10,000,000.00 
600,000.00 
114,000.00 
400,000.00 
9,023,454.25 
25,643,087.65 
2,542,958.10 
69,085,000.00 


Fr. 
250,215.85 
563,725.20 


1,156,987.20 
255425958.10 


45513,886.35 





Fr. 
15,391.60 
256,668.50 
1,514,694.20 
2 27279132 05 





The current price of the stock, as quoted on the Stock Exchanges of Geneva, 


Among the most important issues put out by Union Financiére de Genéve 
as syndicate manager in the course of the last few years we can mention the 


Current Price 
per cent. 


IOI’5 


IOI’S5 
102 


| 





















UNION FINANCIERE DE GENEVE—continue?. 





Issue Price Current Price 





per cent. per cent. 
Issue of 7} per cent. Institut du Café de Sao Paolo— 
Ist tranche = ia zis ae 94 103°5 
2nd 5, 973 103°5 
es 7 per cent. Cie. Internat. du Gaz, Brussels 943 Ic2 
: 7 per cent. Chemins de fer du Maroc ia 943 102°4 


7 per cent. Norske Zinkkompani, guaran- 

teed by the Cie. Royale Asturienne des 

Mines, Brussels 95 104 
7 per cent. Banco Hipotecario de Bogota 923 95 





Besides the above issues l'Union Financiére de Genéve participates, together 
with the large establishments of credit, in all loans of the Swiss Government, Swiss 
railroads, Cantons and municipalities. It also participates with one or the other 
of these establishments in numerous other issues. 

The group of l’Union Financiére de Genéve includes also la Banque de 
Dépéts et de Crédit, which acts as clearing house for Geneva and takes loans of 
all countries. This group is interested in a certain number of “‘ holding”’ and other 
companies created under the direction of Union Financiére de Genéve, such 
as: Société Financiére Italo-Suisse, Société Financiére Franco-Suisse, Société 
Financiére Danubienne, American European Securities Co., Société Financiére 
Anglo-Suisse, Société Financiére pour |’Industrie de la Soie Artificielle, Banque 
Générale pour l’Industrie Electrique. These various companies provide the 
banking houses in Geneva with interesting opportunities for investment through 
their own relations in foreign countries. 

It is safe to say, therefore, that the group of l'Union Financiére de Genéve, 
with its individual character, constitutes a banking entity by itself, of first-class 
reputation functioning in all financial and banking operations in the manner of a 


safe and well-organized establishment. 
(Advt.) 


its economic value and importance have tindertaken an 
active propaganda in its favour : the Swiss State Railways, 
the Swiss Association of Hotel Keepers, etc. 

All these were in 1918 amalgamated in the Swiss 
National Tourist Office, an institution created with the 
assistance of the federal, cantonal, and municipal authori- 
ties, and of financial and commercial enterprises, with the 
object of developing a Swiss administrative body to 
co-ordinate the efforts of all tourist institutions operating 
in Switzerland and to further Swiss tourist travel in 
general. The Swiss National Tourist Office, which is a 
semi-official organization, devotes itself to the study and 
execution of all measures proper to encouraging travel 
in Switzerland, to facilitating access to the country by 
the tourist, and to rendering his stay as pleasant as 
possible. By numerous representatives abroad, by means 
of publications, newspaper articles, advertisements, con- 
ferences, films, exhibitions, etc., it realizes more and 
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more, according to its means, the ideal its promotors 
had in view. From this may be judged the importance 
of the Swiss hotel industry, which employed in 1912 
43,136 employees and took the second place among 
Swiss industries, ranking even before the State railw ays. 
According to official statistics, the following are the 
numbers of employees and workmen of the chief Swiss 
industries : 

Mechanical industry 

Hotel industry 

Railways 

Watch industry 

Silk industry R 

Cotton industry cy a .. 29,950 

Embroidery... - 2 .. 28,606 

Food supply... ic as .. . 26,044 


The receipts from foreign tourists (i.e. without 
counting the Swiss) were, in I912, about 201 million 
francs. To this sum might be added the receipts of 
hotels not included in the statistics of the Association of 
Swiss Hotelkeepers, of private and boarding schools, 
frs. 20 millions; of owners of villas and chalets rented 
to visitors from other countries, frs. 15 millions; of rail- 
ways and other transportation organizations, frs. 35 
millions; of the post, telegraph and telephone adminis- 
tration, frs. 7°6 millions. The total of frs. 278 millions 
does not, however, represent the complete receipts from 
tourists, since other expenses, such as for porters, coach- 
men, chauffeurs, guides, and carriers, theatres, concerts, 
and cinemas, photographs and picture post-cards, watches, 
jewellery, silks, and articles of fashion, embroideries, 
keepsakes and souvenirs, chocolate, confectionery, tips, 
etc., must also be considered. These expenses represent 
millions, so that the total annual receipts from 
foreign tourists may be estimated at about frs. 350 
millions. 

This will explain the importance attributed in Switzer- 
land to the development of touring, which is, together 
with the industries of silk, embroideries, watches and 
machines, one of the chief sources of national wealth. 
The prosperity of the railways and other means of 
transport depends mainly on the development and 
success of “ tourism.”’ 
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BANCA ITALO-BRITANNICA 


AUTHORISED CAPITAL; a ; Lit. 100.000.000 
Issued and Fully Paid _... as ne oe shi Lit. 75.000.000 
Reserve Funds sie ne ans jes sins ue Lit. 5.250.000 
Registered Head Office: MILAN, 5, Via Manzoni 
Branches: GENOA, MILAN, NAPLES, ROME, TRIESTE, TURIN, VENICE. 


BALANCE SHEET, 30th SEPTEMBER, 1928. 


LIABILITIES. ASSETS. 
I,.it. 1,.it. Lit. 
To Current, Deposit and By Cash in Hand - 4.751.429,41 
other Accounts .- 496.897.471,85 » Sight Balances’ with 
,, Circular Cheques 3.121.170,50 Bankers .. as .. 69.099.994,70 
———————  500.018.642,35 », Bills Receivable -. 81.934.312,95 
,, Sundry Creditors, in- », Toans at Short Notice : 
cluding Bills for Collec- Against Government Se- 
tion F aa es 107.222.088,14 curities ar ~ 5.979, 10 
,, Acceptances, Confirmed Against other Securities 157.337.328,40 
Commercial Credits, ,, Investments : 
Guarantees and lin In Government Securities 40.105.858,10 
dorsements 161.268.943,06 In other Securities .. 13.307.064,— 
,, Share Capital : ————————  $84.951.966,66 
Capital authorized it 
100.000.000 Issued and , Advances to Customers 
fully paid ia 75.000.000, and Sundry Debtors .. 200.772.582,31 
Reserve Funds 5.250.000, ,, Bills for Collection : 108.150.597,84 
5U.250.000, », Liability of Customers 
Rebate on Bills, ete., for Acceptances, Con- 
carried to New Account 1.152.351,30 firmed Commercial Cre 
,, Profit and Loss Account dits, and Guarantees and 
Brought forward from Endorsement as per 
er ma bes 9S 1.017,99 Contra .. ai bit 161.268.943,06 
Net Profit, as per Profit 
and Loss Account... £.251.047,03 


—— ~_—— 5.232.065,02 
ae - », Securities Accounts : 
855.144.089,8 : 3 ~ say? 
Ee TD 95-144 ‘ Directors’ Qualification 
Directors for their Quali- Shares ree ne ae 600.000, — 
fication Shares we 600.000,— Securities in Deposit .. 173.097.036,90 eres 
Depositors’ Securities |. 173.097.036,90 a Oe 
——_——_————_ 173.697.036,90 
L,.it. 1.028.841.126,77 I,.it. 1.028.841.126,77 


855.144.089,87 


PROFIT AND LOSS ACCOUNT to 30th SEPTEMBER, 1928. 


. I,.it. 
To Rebate on Bills, ete.; carried to New |} By Profit for the Period Ist October 1927 to 
Account Sa re ae os a 52.351, 30th September 1928, after deducting 
» Net Profit for the Period Ist October 1927 Administrative and General Expenses, 
to 30th September 1928, carried to Balance Taxes and other Charges, and making 
Sheet ee “- o- oe .. 4.251.047,03 Provision for Losses ee oe -- 5.403.398,23 


Lit. 5.403.398,33 Lit. 5.403.398,33 
For the Board of Directors, 
G. MANZI FE, Managing Director. G. MYLIUS, Chairman. 


REPORT OF THE AUDITORS. 
To the Shareholders of the BANCA ITALO-BRITANNICA., 

We report that we have examined the above Balance Sheet closed on September 30, 1928, and checked it with the 
books of the Bank, and have obtained all the information and explanations we have required. In our opinion, the Balance 
Sheet is properly drawn up and exhibits a true and correct view of the Bank’s affairs. The position of the Bank is sound 
and particularly liquid. 

Having attended regularly the Board Meetings and audited periodically the books of the various branches of the Bank, 
we can certify that the business is conducted regularly in accordance with the Articles of Association and the Law. We 
invite you, therefore, to approve the Balance Sheet and Profit and Loss Account, as well as the allocation of Profits 


proposed by the Board. 
The Auditors, 


MASSIMO BRESCH, ERNESTO MARANA, GIOVANNI MORO. 


GENERAL MEETING OF THE SHAREHOLDERS. 
At the General Meeting of Shareholders held in Milan on Tuesday, November 20, 1928, it was resolved to ailocate 
the profits shown above as follows :— 
1. Allocation to Reserve Account (which is thereby increased to Lit. 7,500,000) .. ~ .. I,.it. 2,250,000.00 
2. Distribution of a preferential dividend of 6 per cent. for 12 months on the 50,000 “‘ B ” Shares : 
viz. Lit. 30 per share (of which Lit. 20 paid on account in June) ae os ‘ , »» 1,500,000.00 
3. Distribution of a preferential dividend of 6 per cent. for 4 months on the 50,000 ‘ C’”’ Shares : 
viz. Lit. 10 per share .. we a a ae ra “ ate a = «+ 49 500,000.00 
4. Carry forward to New Account - : “ =e ne a oe ee »» 982,065.02 
BOARD OF DIRECTORS. 16. Sees 
GEORGE MYLIUS, Chairman; Vice-Chairman of the Banca d'Italia. 
1. GEORGE MANZI FE, Deputy-Chairman and Managing Director; Managing Director of The British Italian Banking 
epeeation, Limited, London. 
CONSTANTINE BENSON, Director of Robert H. Bensov. & Co., Ltd., London, 
COMMANDER GIUSEPPE BOSELLI, C.M.G. 
DON PROSPERO COLONNA, Principe di Sonnino, Senator. 
DR. ARNALDO GuUSSI. 
WILLIAM H. KIRBY. 
LAMBERT w. MIDDLETON, Deputy-Chairman of the Bank of Iondon and South America, Limited; Director of Lloyds 
Bank, Lid., and of The British Italian Banking Corporation, Limited, London. 
DR. GIORGIO PITACCO, Senator. 
RT. HON. SIR JAMES RENNELL RODD, G.C.B., G.C.V.0., G.C.M.G., M.P., late H.M. Ambassador at Rome. 
SIR FELIX SCHUSTER, Bart., Director of the National Provincial Bank, 1,td., and Chairman of The British Italian Banking 
Corporation, Limited, Iondon. 
ING. CARLO VANZETTI, C.B.E. 


Milan, October 20, 1928. 
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Bank Meeting 


ROYAL BANK OF SCOTLAND 


ANNUAL GENERAL 


HE Annual Court was held at Edin- 
burgh on November 28; His Grace 


the Duke of Buccleuch, K.T., governor 
of the bank, presiding. 


Before commencing the proceedings His 
Grace made reference to the great loss sus- 
tained by the bank by the death on the 
previous day cf Mr. Robert William Dundas, 
M.C., W.S., who had been a director since 
1919 and chairman of the board since 19206, 
and who had rendered eminent services to 
the Institution. Mr. Dundas represented the 
fourth generation of his family in the direct 
line of succession who had held the office of 
director. His death, at an early age and in 
the midst of a distinguished career, was a 
great blow to his colleagues and to his many 
friends. He expressed the deep sympathy 
of all with his widow and children in their 
great sorrow. 


In moving the adoption of the report His 
Grace said : 

I presume it will be your pleasure that the 
annual report and balance sheet with the 
auditors’ report, which have now been in 
your hands for some days, shall be taken as 
read. The directors are pleased to be in the 
position again to submit a statement of so 
satisfactory a character. 


INCREASED DEPOSITS 
Dealing first with the liabilities, the de- 
posits show an increase of well on for half a 
million pounds, bringing up the total to 
£44,074,151. When referring to the increase 
in deposits at our meeting a year ago the 
chairman spoke of its possible temporary 
character, and, of course, in dealing with 
such large figures, there must always be a 
tendency to fluctuation. It is, however, 
gratifying to state that for the time being, 
instead of any falling away, there is a sub- 

stantial further increase to record. 


ACCEPTANCES 


We are also pleased to show a very sub- 


stantial increase under the head of the 
bank’s acceptances, the amount of which has 
now reached £1,760,598. The note circula- 
tion shows little change from last year, and 
is necessarily affected by the prevailing 
unemployment. 


LIQUID CONDITION 


Turning now to the assets it will be found 
that our liquid position presents the usual 
satisfactory aspect, the items representing 
cash and short money being about the same 
as last year. 


COURT 


OF PROPRIETORS 


INCREASE IN MERCANTILE BILLS 


There has been a reduction in our holding 
of British Government securities, this being 
set off by increases in our advances. Our 
holding of British Treasury Bills, although 
also somewhat down, still amounted to the 
substantial sum of {2,145,000. On the other 
hand, the bank and trade bills in our port- 
folio show a large increase over last year. | 
have no doubt you will agree with the 
directors in considering this a satisfactory 
feature. / 

BANKING CREDIT AND TRADE 

Our advances on cash credit and current 
accounts still tend to increase, and the 
figures in the balance sheet reflect the policy 
of the directors in endeavouring to meet in 
an adequate manner the demands of their 
trading, agricultural, and other customers 
It will, I think, be admitted that advances 
of this character to an amount of nearly 
twenty-one millions form a material contri- 
bution to the trading and other credit re- 
quirements of the country. 

As regards our trading customers, we are 
seeking to mect the exigencies of the present 
time, and are affording support to the 
different industries in all cases where the 
demands are legitimate. As you are no doubt 
aware it has been suggested, not without a 
measure Of authoritative support in certain 
quarters, that steps should be taken towards 
the reform of our monetary system with a 
view to providing additional banking credits, 
and so, it is claimed, restoring trade and 
reducing or doing away with unemployment, 
even at the cost of a measure of inevitable 
inflation. This is not the time nor the place 
to discuss such proposals. Dealing rather 
with facts as we know them, it is perhaps 
sufficient to say here that in our experience 
in handling the affairs of this particular bank 
we know of no such deficiency of banking 
facilities as is suggested, and we can truly 
add that all requests on the part of our 
customers who can show a position entitling 
them to reasonable banking accommodation 
have been met. Indeed, in many instances, 
owing to prevailing conditions, the tendency 
is for the banks to supply their customers 
with funds which to some extent are taking 
the place of that capital which has been 
depleted by a succession of difficult and un- 
profitable years. The other banks have, no 
doubt, a similar testimony to make. The 
causes of the prevailing depression in certain 
of our industries are doubtless many and 
varied, but, judging from our own observation, 
the lack of banking credit in any proper 
sense does not appear to be one of them. 








ing 
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\ “FARMER’S BANK” 


The Royal Bank of Scotland through its 
branches in important agricultural counties 
has always been a “‘Farmer’s Bank,” which 
has done its best to meet the proper needs 
of its farming clients—both large and small— 
and it is no exaggeration to say that without 
the aid afforded by the Scottish banks over 
a long period of years farming in numerous 
instances could not have been carried on. I 
think it would be well that this should be kept 
in view in current discussions on this subject, 
which appear to reveal a lack of information 
as to the extent of the banking accommoda- 
tion in different forms accorded to the 
farming community in Scotland, and the 
consideration shown by the banks, particu- 
larly in the trying times through which that 
important industry has been passing. 


THE TRADE OUTLOOK 


As regards the trade outlook generally, 

although there are some good patches, and 
things would appear to be past the worst, 
it is difficult at the moment to speak with 
much confidence of any positive improve- 
ment, especially in view of the condition of 
the heavy industries upon which so much 
depends. These, I am afraid, in a good many 
cases are either merely marking time, or 
contending against unremunerative prices. 
The position, however, as a whole is not 
without elements of encouragement. It 
must always be remembered that our com- 
mercial history as a nation has been a long 
one, and just as we have passed through 
periods of serious depression in the past— 
some of them possessing features in certain 
respects akin to those of the current situation— 
I do not doubt that, with all the efforts that 
are being put forth to meet the special 
difficulties of the present period of transition 
we shall yet emerge successfully from our 
troubles. 


PROFITS AND APPROPRIATIONS 

As you will see, the net profits of the year 
as shown after providing for bad and doubtful 
debts, as well as for contingencies, amounted 
to £502,560, which is fully £20,000 more than 
the profits shown last year. The usual 
appropriations have been made to bank 
buildings and pension reserve fund, and in 
all the circumstances the directors have felt 
justified in recommending a dividend for the 
half-year at Christmas at the rate of 18 per 
cent. per annum, which, with the dividend 
of 160 per cent. paid at midsumm=r for the 
previous half-year, makes a distybution for 
the year of 17 per cent., less tax. After 
making these appropriations there is a 
balance of £112,560 to be carried to rest, 
which has now reached the impressive figure 
of £2,795,787. 

With the continued growth of the Bank’s 
business it is, however, necessary to go on 
adding to its reserves, and now that the 
dividend on our large capital has reached 
such a substantial level as 17 per cent., the 
directors feel all the more that they must 
adhere to their policy of increasing the rest 
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and otherwise strengthening the Bank from 
year to year. You will be interested to know 
that the dividend is distributed over no 
fewer than about 5,000 individual holdings 
of stock, and many more persons than that 
number participate in the division, because 
of the considerable proportion of Trust 
holdings. 


SMALL DEPOSIT ACCOUNTS 


The Scottish banks, with a view to en- 
couraging saving and thrift throughout the 
country, have decided to open deposit 
accounts and supply pass books to depositors 
of small sums, allowing interest on the 
minimum monthly balance. No cheque 
operations will be allowed on such accounts— 
the balance of which is not to be increased 
by more than {200 in any one year. It is 
believed that these accounts with pass 
books will be preferred by depositors of 
small sums to the issue of deposit receipts, 
and they will afford new opportunities for 
saving—especially to people in country 
districts where there are no savings banks. 


1727-1927 

The “History” of the Bank was issued 

during the summer and met with a very 

favourable reception from the Press, as well as 

from our numerous friends and correspondents 
at home and abroad. 


A THIRD BRANCH IN LONDON 


A branch of the Bank has been opened in 
New Bond Street, London, where the Bank 
has acquired an excellent corner property, 
and it is pleasant to record that this new 
venture has already met with an encouraging 
measure of success. This now gives us three 
offices in London. 


THE DIRECTORATE 

By the death of Lord Haig, who had been 
a director since 1923, the directors lost a 
much-valued colleague, who had shown a 
warm interest in his work in connection 
with the Bank. Lord Haig has left a record 
of imperishable service to the country and 
the world, and everyone associated in any 
way with the Bank has a feeling of deep 
pride that the name of so great a man appears 
in our roll of directors. We also greatly 
regret the death of Sir Henry Cook, who had 
served as an ordinary director for thirty- 
seven years, and who during that long period 
had rendered much service of the highest 
value. Sir Henry Cook was highly esteemed 
by his colleagues who miss him greatly. 
“The Bank has had many links with the 
Parliament House in its directorate in the 
past, end I am sure the proprietors wil! 
regard with favour the appointment to the 
ordinary board of Mr. Alexander Maitland, 
K.C., whose election comes up for confirma- 


tion today. 


GROWTH AND STABILITY 


The Bank is always forming new connec- 
tions, both at home and abroad. Our foreign 
business continues to develop on highly 
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satisfactory lines. The Bank is a progressive 
concern with a constantly growing business, 
as is shown by the additions to its figures 
from year to year, and what is perhaps of 
more consequence, that growth is always 
being accompanied by elements of additional 
stability. 


THE OFFICIALS AND 
STAFF 


The directors again desire to place on 
record their high appreciation of the valuable 
services which the general manager, Sir 
Alexander Wright, has rendered to the Bank. 
They would also extend their thanks to the 
officials and members of the staff at head 
office, London, Glasgow, and Dundee and 


THANKS TO 


all the other branches for their loyal and 


willing co-operation. 


APPROVAL OF ACCOUNTS 
DIVIDEND 

With these observations I beg to propose 
that the report now submitted, containing 
a statement of the accounts and _ balance 
sheet, be approved, and that out of the 
profits of the year a dividend at the rate of 
18 per cent. per annum for the half-year, 
under deduction of tax, be now declared in 
conformity therewith. 

The report was approved and the governor, 
deputy-governor, extraordinary directors, 
and the retiring ordinary directors were 
re-elected, and the auditors were appointed 
for the ensuing year. 


THE BANKER 


ANNUAL FINANCIAL REVIEW 


The January issue of THE BANKER will 


contain a review of the principal banking 


and financial events of the year. 


All adver- 


tisements must be sent to the Publishers 


on or before December 28. 





2 gkandinaviska Kreditaktiebolaget 
<a¢~\—a leading Swedish bank with offices 
©4in Gothenburg, Stockholm and Malmo 
and branches throughout Sweden — will 
furnish you with any information on 
Swedish market and trade conditions. 


Telegraphic address: KREDITBOLAGET 
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THE UNDERWRITER 





An Insurance Diary 


LLOYD’S CHAIRMAN 


Sir Arthur Reginald Mountain has been elected 
chairman of Lloyd’s in succession to Sir Percy Mackinnon, 
and Mr. Percy Hargreaves deputy chairman in succession 
to Mr. C. I. de Rougemont. 








LLOYD’S COMMITTEE 


Mr. Montague Evans, Mr. A. J. Whittall, and Mr. 
Philip d’Ambrumenil have been elected on Lloyd’s 
committee to serve for four years, and Mr. D. E. W. Gibb 
for one year to take the place of Mr. Ernest Ek. Adams, 
who has retired. 

FIRES IN OCTOBER 


October was a particularly bad month. Losses are 
about £1,285,000 compared with £713,000 for September, 
and only £291,000 for October 1927. 

INVESTMENTS OF INSURANCE OFFICES 

Discussion continues. Two papers have recently 
been read, one by Mr. W. Palin Elderton, of the Equitable 
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Life Assurance Society, and the other by Mr. H. C. 
Raynes, to the Insurance Society of Edinburgh. 

Mr. Raynes, after pointing out that the use of endow- 
ment insurances turned offices into investors for the 
public as much as insurers, suggested that ordinary 
shares should be held when commodity prices were 
rising and sold in the event of a fall. He fully recognized 
the difficulties of this counsel of perfection. Mr. Elderton, 
on the other hand, showed clearly the difference between 
a fire and a life office, suggesting that fire offices, who 
may have to meet a heavy loss from one disastrous 
conflagration, should have three-quarters of their reserves 
quickly realizable, while life offices, relying more on 
premium income, can be safe with 10 per cent. He did 
not, therefore, agree with the well-known arguments of 
Mr. Keynes, which have been discussed more than once 
in THE UNDERWRITER. He, personally, would not put 
more than 24 per cent. of the investments of a life office 
into ordinary stock, and none at all of the investments 
of a fire office. 


BRITISH INSURANCE IN U.S.A. 

The ‘‘ Times”’ states that the General Re-Alliance Cor- 
poration of New York have agreed to purchase the 
ordinary and preference shares of the United British 
Insurance Company. A large number of these shares, 
owned by the Motor Union Insurance Company, whose 
shares in turn are now held by the Royal Exchange, 
have been already sold to the American Company—the 
£1 preference shares at par and the {1 ordinary shares 
at 35s. The American Company is now giving the other 
shareholders the same terms, and since the last dealings 
in ordinary shares were at a price of 20s. 6d. there is no 
doubt that the offer will be accepted. 


STAFF PENSION SCHEMES 

Mr. Drake, of the Prudential Assurance Company, 
Limited, recently read a paper upon these. He pointed out 
that in cases where the staff was small, far the best plan 
was to go to an insurance office rather than work out an 
autonomous arrangement. In this he is undoubtedly 
right, as many employers know to their cost. Numberless 
pension schemes have proved either insolvent or im- 
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mensely burdensome, and the better plan is to limit 
liability by using an insurance office. Now that group 
insurance has come to stay, this is much easier than it 
was before. 


CREDIT INSURANCE 


The Export Credits Department announce the issue 
of their new Contract B, which covers the exporter up 
to a certain percentage of value of goods exported against 
loss, payment to be on default without waiting for 
ascertainment of insolvency. This policy, therefore, like 
that of the Trade Indemnity Company, Limited, referred 
to in last month’s UNDERWRITER, will be accepted by banks 
and enable the manufacturer to obtain the necessary 
finance. 


EXPORT CREDITS IN PARLIAMENT 


An interesting debate took place on the extension of 
the Government’s Exports Credits Department for two 
years from September 1929. As mentioned in the 
September UNDERWRITER, Mr. Baldwin announced last 
summer that this extension would be made. The debate 
showed general approval of the scheme, the only criticism 
being by Mr. Grenfell, member for the City of London, 
who “objected to Government insurance altogether, and 
by the Labour Party who urged vehemently that Russia 
should be included. In view of what is happening in 
the City it appears not unreasonable that the Advisory 
Committee which the Government are setting up to advise 
on modifications of the scheme should make some such 
recommendation. We shall see. The Committee con- 
sists of Colonel Sidney Peel, Sir Otto Neimeyer and Sir 
William Plender. 


CHEAP LIFE ASSURANCE 

The Standard Life Assurance Company are issuing 
a new policy designed to combine the advantages of a 
with-profit policy with the cheanness of a non-profit one. 
The premium paid is little above an ordinary non-profit 
insurance and yet the insured participates in bonuses. 
Of course, its success depends, and depends entirely, 
on the maintenance of bonus rates, but it is undoubtedly 
an attractive offer. 
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THE LONDON TORNADO 

The damage caused in London by the tornado on 
October 22 will be heavy. The question of liability is 
not yet settled. 





UNEMPLOYMENT INSURANCE 

The Government’s Bill enabling the Treasury to 
advance a further {10 million, making £40 millions in all, 
to the Unemployment Fund has passed the House of 
Commons. The position is alarming, for the advances 
made to the Unemployment Fund, after falling substan- 
tially, are now rising at a most unsatisfactory rate. 





POLICE CASUALTIES 

Sir Wyndham Childs, Assistant Commissioner of the 
Metropolitan Police, in his evidence before the Royal 
Commission on Police Powers, said that 16 to 17 per 
cent. of the force were injured each year in the execution 
of their duty. 





PERSONAL 

We regret to report the death of Mr. Alfred Corderoy 
Thompson, chairman of the Prudential Assurance 
Company, Limited. 


The new Lord Mayor, Sir J. E. Kynaston Studd, 
O.B.E., is a director on the London board of the African 
Life Assurance Society, Limited. 

Lord Cunliffe of Headley has been elected a director of 
London Assurance. 

The Right Hon. Sir Robert L. Borden, formerly 
Prime Minister of Canada, has been elected president of 
the Crown Life Insurance Company of Canada. 

The Hon. Sir Malcolm Macnaghton, M.P., has been 
elected a director of the Legal and General Assurance 
Society, Limited. 

Judge Sturges, K.C., has been elected a director of 
the Legal and General Assurance Society, Limited. 

Mr. Ivon R. Eccles and the Right Hon. J. Milne 
Barbour, M.P., of Belfast, have been appointed vice- 
presidents, and Mr. Thomas Leslie Usher of Edinburgh 
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and Mr. J. M. Gairdner of Glasgow have been appointed 
extraordinary directors, and Colonel Hugh B. Spens of 
Glasgow an ordinary director, of the Scottish Amicable 
Life Assurance Society. 

The Hon. Stuart P. Bouverie, D.S.O., has been ap- 
pointed a director of the London Guarantee and Accident 
Company, Limited. 

Sir William Goode and Mr. B. H. Binder have been 
elected directors of the Provincial Insurance Company, 
Limited. 

Mr. David Bruce Warren has been appointed a director 
of the Scottish Insurance Corporation, Limited. 

Mr. R. Hugh Roberts has been appointed a director 
on the Birmingham board of the Sea Insurance Company, 
Limited. 

The death is reported of Mr. Charles Osborne Reiss, 
an underwriter at Lloyd’s. 


American Insurance Affairs 
By Our New York Correspondent 


to have any important direct effects upon the 

insurance business. While insurance is very much 
supervised in this country, the supervision is by the 
States and not by the Federal Government. Insurance, 
of course, is materially affected, though indirectly, by a 
policy on the part of either party which affects general 
business and financial conditions. The election of 
Governor Smith as President would have caused no 
uneasiness to the insurance interests, but on the whole 
they probably feel a little more comfortable because 
Secretary Hoover was elected. The attitude of the 
President towards the entrance of government into 
business is important because of his influence on public 
opinion. A number of State insurance schemes already 
are in operation and many more will be proposed when 

ec 
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the State legislatures convene in January. Mr. Hoover 
has clearly expressed his firm opposition to the entrance 
of government into business, and this will have influence 
with Republicans who desire to conform to the views of 
the administration. On the other hand, Mr. Smith’s 
strong advocacy of State control of water power and 
operation of hydro-electric plants shows that he is not 
averse to government’s engaging in some kinds of 
business, and his followers would have had no fear of 
embarrassing the administration, had he been elected, by 
endeavouring to put the States into the insurance 
business. 

The largest transaction in the history of the fire 
insurance business was consummated on November 1, 
when the Home Insurance Company of New York, the 
largest of the American fire companies, secured control 
of the National Liberty Insurance Company of America, 
also of New York, and its two affiliated companies. The 
Home already was head of a group of nine companies. 
The twelve companies now constituting the Home 
group have assets of more than $178,000,000, capital of 
$35,700,000, and net surplus in excess of $58,000,000. 
Their combined premium income for 1927 was more than 
$72,000,000, of which about $50,000,000 was derived 
from fire insurance and the remainder from automobile, 
marine, hail, and other classes. In connection with the 
transaction the National Liberty declared a stock divi- 
dend of 300 per cent., increasing its capital from $2,500,000 
to $10,000,000, and reducing its surplus to approximately 
$15,750,000. After this change in capital the purchasers 
paid $32.50 a share, the par value being $5 a share. The 
acquisition of the National Liberty group by the Home 
places the Home group in a class by itself, as none other 
is now near it either in resources or in volume of business 
transacted. The financial structure of the Home group 
is different from that of a number of other prominent 
groups. The Home Insurance Company itself owns none 
of the shares of its subsidiary companies, and therefore 
it is never charged with a “pyramiding” of assets. 
It retains control of its affiliated companies by reason of 
the fact that those who own a controlling number of the 
shares of the Home also own the control of the affiliated 
companies. Five of the senior officers of the Home are 
also officers of the other companies in the group. This 
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is the first time in the United States that a really large 
fire insurance company has come under the control of 
another. The National Liberty, with assets of over 
$37,000,000, is eighth in size among the American fire 
insurance companies. Heretofore groups have _ been 
formed by the acquisition or organization of relatively 
small companies. It has often been the subject of 
speculation among students of the business whether the 
time would come when great groups would begin com- 
bining. That time has now arrived and nobody can 
foretell how great the combinations of the future will 
be. 

The retirement of the Firemen’s Insurance Company of 
Newark from membership in the Eastern Underwriters’ 
Association resulted in the companies affiliated with that 
organization sending to their agents in the east identical 
letters calling their attention to the terms of their agree- 
ments, which provide that agents who accepted the scale 
of commissions applicable to agents representing affiliated 
companies exclusively bound themselves to represent 
no non-affiliated companies. This was equivalent to 
telling them that they must resign their representation 
of all non-affiliated companies or the affiliated companies 
would be obliged to retire from their agencies. Since 
then there has been a vast amount of clearing of agencies 
which had become mixed either through taking the repre- 
sentation of non-affiliated companies or by the entrance 
of the Firemen’s and its associated companies into that 
class. From all reports it appears that most agents 
decided to resign their non-affiliated companies, though 
some notified their affiliated companies that they could 
take up their supplies. Some agencies have not yet taken 
action, but they will be obliged shortly to choose which 
class of companies they will represent. The Firemen’s 
offered its agents a higher scale of commissions than their 
affiliated companies pay them and notified them that it 
was prepared to write the entire business of most agencies 
if this became necessary. This offer undoubtedly is 
having an influence in causing some agents to resign their 
affiliated companies and retain the Firemen’s or its 
subsidiaries. Independently of any action of the 
Eastern Underwriters’ Association, however, the National 
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Association of Insurance Agents has been putting increased 
pressure upon its members not to represent the Firemen’s 
or its subsidiaries because of that company’s continued 
refusal to subscribe to an agreement not to appoint banks 
or other financial institutions or their employees as 
agents, the vast majority of the companies having sub- 
scribed to this agreement. Many members of the National 
Association who represented the Firemen’s declined 
to give it up, although it stood in opposition to Associa- 
tion principles on the bank agency question, as it is an 
excellent company and their relations with it had been 
pleasant ; but when they are obliged to choose between 
representing the Firemen’s and other equally good 
companies which are in line with Association principles, 
the attitude of the Association is having an influence 
in determining their choice. The belief exists among 
officers of companies affiliated with the Eastern Under- 
writers’ Association that by retiring from that organiza- 
tion the Firemen’s has seriously disorganized its eastern 
agency plant and lost a large amount of business, and 
that this fact will deter other members from taking similar 
action, even though they may find organization discipline 
irksome at times. 

This is the season when a number of insurance com- 
panies usually increase capital in order to have the larger 
figures appear in their annual statements of December 31. 
Those are the figures which go into the publications used 
throughout the following year. Some of the companies 
which are increasing capital at this time are doing so 
partly to make their policies acceptable to financial 
institutions. These concerns, which lend money on real 
estate mortgages, have various standards by which they 
decide what companies’ policies covering the mortgaged 
property they will accept. Some of them arbitrarily 
decline policies in companies with less than $1,000,000 
capital, even though they be the subsidiaries of great 
institutions. The Commercial Union of New York, 
which is owned by the Commercial Union of London, is 
increasing its capital from $200,000 to $1,000,000 by a 
stock dividend of $300,000 and payment of $500,000. 
The Commonwealth of New York, owned by the North 
British and Mercantile, will shortly declare a_ stock 
dividend of 100 per cent., increasing its capital to 
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$1,000,000. The Great American of New York, one of the 
largest of the American companies, is doubling the capital 
of two of its subsidiaries, each of which now has $500,000 
capital. 

The courts of New Jersey are expected soon to pass 
upon the constitutionality of a law enacted in that State 
last spring prohibiting each fire insurance company from 
paying any of its agents any commission or other com- 
pensation which it does not pay to all its other agents in 
the State. A firm of local agents in Newark has brought 
suit against two of its companies for the balance which it 
claims is due under its contract with them, setting out 
that its contract called for certain commissions, but that 
the companies in March reduced the commissions. The 
companies in their answer have pleaded that while the 
business of this firm was worth the commissions called 
for in its contract, the business of many other agents in - 
the State is not worth such commissions, and that when 
the law required the companies to make commissions 
uniform to all their agents in New Jersey they were 
obliged to reduce the commissions to their Newark 
agents. To this the plaintiffs have replied that the law 
in question is unconstitutional and invalid, and therefore 
not binding upon the companies. There is no question 
of fact in the suit, the only question being that of the 
constitutionality of the law. The companies objected 
strenuously to the enactment of this law, which was 
forced through the legislature by the influence of agents 
who were receiving lower commissions than those paid 
in certain parts of the State where the business is especi- 
ally profitable. Already agents in other States where 
different scales of commissions prevail have threatened 
similar legislation. 

A law enacted in Ohio in the spring of 1927 increasing 
the tax to be paid on insurance premiums collected in the 
State by companies of other States and countries from 
2} to 3 per cent. has been held unconstitutional by two 
courts in so far as it applies to the tax which was due in 
November 1927, on premiums collected in 1926, on the 
ground that it was retroactive. The decision of the 
Appellate Court is now before the Supreme Court of 
Ohio for final review. On October 31 a new suit was 
started, and the State was temporarily enjoined from 
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collecting the additional one-half of 1 per cent. on the 
premiums collected in 1927, the tax on which was due in 
November 1928. The plaintiff insurance company sets 
up that as the law was not enacted until late in the spring 
of 1927 it is retroactive as to premiums collected in the 
early part of that year. 

Frederick Richardson, United States manager of the 
General Accident, Fire and Life Assurance Corporation, 
in a letter to agents of that company, issues a warning 
that many of the casualty and surety companies now being 
organized will almost certainly come to grief, although 
he holds that the great increase in the volume of these 
classes of business warrants a wider distribution and that 
the new institutions which are amply financed and ably 
conducted have a good chance to succeed. He says that 
the steady rise in investment values, particularly the 
spectacular market in the Stock Exchange, has given rise 
to the unsound view that insurance is an enterprise in 
which large earnings are to be made by financial operations 
as distinct from underwriting. “This is a dangerous 
assumption,”’ he says, “which can readily be disproved 
by the study of the investment results of the leading 
companies over a long period of years. It is foolish to 
believe that this phase of our business is not subject to 
the law of averages and that there will not be downs as 
well as ups.” 

Based upon the mortality experience of over eighteen 
million industrial policyholders the Metropolitan Life 
Insurance company finds that for the first nine months 
of the current year deaths from automobile accidents 
decreased 4 per cent. This is the first time in seventeen 
years that the automobile fatalities have shown a 
reduction in that portion of the year. 

Careful estimates by the Association of Life Insurance 
Presidents, based upon reports from forty-four companies 
which have on their books 82 per cent. of the legal reserve 
life insurance in the United States, indicate that during 
the arst nine months of this year $9,058,081,000 of new 
life insurance was paid for. This is an increase of 8°5 per 
cent. over the amount paid for in the corresponding period 
in 1927. The production of ordinary life insurance 
showed a gain of 3°1 per cent.; of industrial, of 3°7 per 
cent.; and of group, of 84°8 per cent. 
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Insurance in Switzerland 
By S. Dumas 


(Director of the Federal Office for Insurance) 


land. The insurance companies find an excellent 

field in this country since its people are thrifty and 
reflecting. They feel the necessity for order in their 
affairs and the elimination of the effects of chance. On 
the other hand, insurance by its very nature is a very 
international business. Certain branches, such as insur- 
ance against transport risks, cannot be conceived as 
confined to the limits of a single country; in other cases 
insurers widely extend the range of their operations in 
order better to spread their risks. Now the Swiss, who 
are in touch with three civilizations—the French, the 
German, and the Italian—are particularly capable of 
understanding the mentality of other peoples and of 
adapting themselves to other customs. 

We find a large number of public insurance institu- 
tions in Switzerland. The most important is the Swiss 
National Scheme for Insurance against Accidents with 
which workers are compulsorily insured for all accidents 
whether arising out of their work or not. In addition 
the majority of the States forming the Swiss Confedera- 
tion, as well as the communes, have insurance schemes 
against fire, unemployment, hail or sickness; even life 
insurance is represented. The insurance schemes against 
sickness which fulfil certain conditions, in particular 
which pay their members benefits at least equal to the 
amounts stipulated by the law, have a right to a federal 
subvention. 

Agricultural insurance, such as insurance against 
hail or the mortality of cattle, are also subsidized by the 
Confederation and the majority of the cantons. Finally, 
the Swiss Government is preparing a law for social 
insurance granting pensions to the aged, to widows and 
orphans. With regard to private insurance, we must 
divide the practising companies into two groups. The 
one group is subject to the supervision of the Confedera- 
tion ; the other with a locally restricted field of operation 


[‘tand.. ‘The business is greatly developed in Switzer- 
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is not so subject. The second category is largely a matter 
of small local schemes, of societies for mutual aid in 
case of sickness or death. 

Switzerland was the first European country to organize 
State supervision of insurance companies: the law 
regulating this matter dates from 1885. The legislature 
considered that insurance had an extremely great 
economic importance, and that it was indispensable that 
the insurer should give the insured all possible guarantees. 
Now the individual is in a very bad position to judge the 
financial solidity of such a complicated enterprise as an 
insurance company. On the other hand, the law had no 
underlying tendencies of a protectionist character; it 
leaves the insurers all the liberty compatible with a 
sound exploitation of their enterprise. A survey of more 
than forty years permits us to think that the principal 
provisions of the supervision law were good. Under this 
regime insurance in Switzerland has greatly extended, 
and, what is more, the majority cf European countries 
have imitated Switzerland and have introduced the 
supervision of insurance companies. 

At present there are seventy-nine insurance companies 
authorized to conduct insurance business in Switzerland. 
Sixty-four are companies with shares, and fifteen mutual 
companies ; forty-four are Swiss, and thirty-five foreign. 
They operate in the most diverse fields : life, accidents, 
legal liability, transport, automobiles, damage by ice 
and by water, theft, security, credit, damage to 
machinery, hail, cattle, and reinsurance. The foreign 
companies originate in France, Germany, Italy, and 
England; eight from the last- named country exploit 
nearly all the lines enumerated above. On the other 
hand, the Swiss companies extend their activity to nearly 
all the countries of the world ; this is particularly true of 
the reinsurance companies. 

One of the best measures of the importance of 
insurance is the total amount of premiums paid. We only 
have statistics for the companies subject to federal 
supervision. In their case the collection of premiums in 
Switzerland rose for the year 1927 to about 250 million 
francs—about {10 million sterling. If we attempt to 
estimate the total sums which the Swiss people devote 
annually to insurance, including public as well as private 
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insurance and companies exempt from supervision, as 
well as those subject to it, the figure would certainly 
surpass 500 million francs, that is to say, we get to a 
sum between 20 and 25 million pounds sterling. These 
totals will perhaps not appear large at first sight, but to 
appreciate them the English reader should not forget 
that Switzerland contains not quite four million 
inhabitants. 

To obtain an idea of the territorial range of the 
Swiss companies it is interesting to note that those 
subject to federal supervision collected in 1927 from 
Switzerland and abroad nearly a milliard francs in 
premiums—about {40 million sterling. Against these 
receipts stood at the end of 1927 important investments 
exceeding a milliard and a-half francs in value—about 
£60 million sterling. The nature of these investments 
depends partly upon the particular branch of insurance 
exploited. The life insurance institutions which can 
make long-term investments greatly favour mortgages. 
The insurers of material goods have need of much greater 
liquidity; they hold a much larger proportion of 
transferable securities, particularly securities enjoying 
the guarantee of a State. With regard to real property 
the Swiss companies do not exclude it on principle, but 
they do not purchase much of it, and the majority of 
them confine themselves to owning the buildings in which 
the head office and agencies are installed. 

The principles adopted by Swiss insurers for the 
choice of their investments are very similar to those of 
English insurers; their first concern is security, even at 
the price of a small sacrifice in yield. This policy seems 
excellent to us; indeed, an insurance company should 
look first to its own safety and avoid losses as far as 
possible ; it ought to forbid itself all speculation. 

As we said at the beginning, insurance is an industry 
of a very marked international character, and the Swiss 
insurance institutions are preoccupied with problems 
similar to those of their confréres abroad. They are 
obliged. as are their neighbours in other countries, to 
ask themselves how to meet very keen competition 
without lowering premiums below the indispensable 
level. They also have to seek solutions for new problems 
continually raised by economic life. Thus, in Switzerland 
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Swiss Accident Insurance Co. Ltd. 
of Winterthur 


Established 1875 


Subscribed Capital : Capital paid-up : 
Swiss Fr. 20,000,000 Swiss Fr. 12,000,000 


Swiss Fr. 


Capital and Reserves - - - 110,000,000 
Premium income for 1927 - - 60,232,567 
Losses paid until Ist Oct., 1928 - 532,000,000 
Accident Liability of all kinds 
Collision Burglary Fidelity 


Insurances 


“WINTERTHUR” 


Life Assurance Co. Ltd. 
of Winterthur 
Established 1923 
Subscribed Capital : Capital paid-up : 
Swiss Fr. 10,000,000 Swiss Fr. 2,000,000 


Amount of Assurance in force: 
Swiss Fr. 140,000,000 


Life Assurances of all kinds 
(With and without Profits) 


Group Life Assurances 


Annuities 


Head Offices: Winterthur, Switzerland 
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and elsewhere there is an endeavour to organize the 
insurance of credit on a basis satisfactory to all parties 
involved. It is not necessary to exaggerate, however. In 
every country the special conditions of national life give a 
particular stamp to commerce and industry, and insur- 
ance is no exception to this rule. For ex cample, if we 
compare the Swiss companies for insurance against 
transport risks with the English companies we see that 
the former whose headquarters are in the centre of the 
Continent are by the nature of things led to occupy 
themselves much more than the latter with the transport 
of merchandise by land and river. But another difference 
seems to us to be much more worthy of attention; we 
are speaking of reinsurance. In England it is quite the 
custom for insurance companies to approach each other 
directly for the covering of their excess risks. On the 
Continent; particularly in Switzerland, they work through 
the medium of a reinsurer. The latter, specialized in 
the knowledge of the international insurance market, 
finds reinsurance acceptors, and thus finally achieves 
a | wide dispersion of tisks. 
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dealings between direct writing insurance com- 

panies, and the need for an independent 
reinsurance market was not felt until the middle of the 
nineteenth century. Certain prominent insurance and 
banking interests in Switzerland, recognizing this need, 
organized in the year 1863 the Swiss Reinsurance Company 
of Zurich. At that time there was only one other rein- 
surance company in existence, its activities being confined 
to the reinsuring of Fire risks; the founders of the Swiss 
Reinsurance Company, however, went a step farther and 
authorized the transacting, not only of Fire, but also of 
Marine and Life business, both at home and abroad. The 
subscribed capital amounted to Swiss Frs. 6,000,000, of 
which 15 per cent. was paid up. 

The opening years were difficult ones, but despite 
losses in the Fire Department and adverse conditions in 
the Marine Branch, the Company forged steadily ahead, 
and in 1880 the scope of its activities was extended to 
include Accident business. Thanks to a sound financial 
foundation the Company withstood successfully the severe 
test of the San Francisco disaster in 1906, and was able 
to carry on thereafter with its reputation enhanced. The 
fiftieth anniversary in 1913 of the Company’s formation saw 
the premium income exceed Swiss Frs. 50,000,000, drawn 
from all parts of the world. Having remained true to its old 
and sound traditions, the Company occupies today a leading 
position among the reinsurance companies of the world. 


The year 1927 closed with a premium income of just 
under Swiss Frs. 300,000,000 (£12,000,000),* the capital 
stands at Swiss Frs. 30,000,000 (£1,200,000), of which 
25 per cent. is paid up. The technical reserves as at 
December 31, 1927, amounted to Swiss Frs. 188,441,915 
(£7,537,677), of which Swiss Frs. 76,203,033 (£3,048,121) 
is allocated to the Life Department, in addition there is a 
special reserve fund of Swiss Frs. 15,000,000 (£600,000), 
and a further reserve of a like amount for extraordinary 
losses. The total assets amount to Swiss Frs. 380,141,618 
(£15,205,664). 

The Prudentia Re- and Co-insurance Company, Ltd., 
and the European General Reinsurance Company, both 
of Zurich, are closely affiliated to the Swiss Reinsurance 
Company. 


R cans: barre in its early days was confined to 


* The figures in £ stg. are approximate. 
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ZURICH 


GENERAL ACCIDENT AND LIABILITY 
INSURANCE COMPANY, LIMITED 
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HEAD OFFICE BUILDING AT ZURICH 


MONG the several well-established Swiss Casualty 
Insurance Companies, the ZURICH occupies the 
foremost position, both as to financial strength and 

the number of countries in which it operates. From the 
standpoint of a British observer this Company is apt to 
command a particular interest by virtue of its truly 
international character and its ramifications in the old 
and the new worlds. 


Founded in 1872 in the city of Zurich, the ZURICH is 
the oldest Insurance institution of its kind in Switzerland, 
and, in fact, one of the oldest members of the entire world- 
wide Casualty Insurance family. Not in its home country 
alone, but also abroad, the ZURICH was to become one of 
the outstanding pioneers of Casualty Insurance. A small 
territory like that of Switzerland could yield neither the 
volume nor the diversification of business which are 
necessary for obtaining a spread of risks, which, as every- 
body knows, is indispensable for the carrying on of a 
sound insurance business. Thus, while most insurance 
companies in the large Continental countries were fully 
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ZURICH—continued. 





engaged in business close at hand in their own territories, 
the ZURICH in the very early years of its history was 
establishing an organization abroad, as so many Swiss 
individuals and firms have done and are still doing. And, 
strange to say, the limited possibilities of the home 
country, forcing enterprise on to the path of international 
expansion, has proved the greatest factor in making the 
ZURICH’S success. 











Thus, the Company was only in its teens when it set 
foot in the Scandinavian countries, Italy, France, Belgium, 
Austria, and Germany. Of course no one would expect 
that such steps could be taken without encountering 
difficulties. There certainly were set-backs. There were 
even times when the future looked so dark that those 
responsible had seriously to contemplate the possible 
withdrawal of the Company from this or that territory. 
It was then that spirit of tenacity which the Swiss people 
possess in common with the British, and their unflinching 
faith in the future of Casualty Insurance and of the 
Company, which enabled those in charge of the ZURICH’S 
affairs to overcome all difficulties. When we stop to 
consider what the Casualty business was at that time— 
merely a modest and negligible subsidiary branch on the 
old-established lines of Life, Fire, and Marine Insurance— 
and when we look at the dimensions to which it has 
attained in these days, we must pay our tribute to the 
pioneers—we might call them visionaries—who, through 
their unyielding courage and spirit of enterprise, paved 
the way to present-day conditions, with Casualty business 
in the front line of the great business of insurance with 
the ZURICH as one of its outstanding successes. 






















Thanks to its early establishment abroad, the ZURICH 
enjoys in many countries a position of equal rank and 
importance to the best local companies. This applies, 
for instance, to the ZURICH’s office in France, where a few 
weeks ago the Paris Branch celebrated its fiftieth anniver- 
sary. It likewise applies to Belgium, Italy, Germany, and 
Spain. In the latter country the Company, besides 
possessing its own Branch, is also operating through a 
subsidiary company, the HIsPANA GENERAL INSURANCE 
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ZURICH—continued. 


Company of Barcelona. Then we find the ZurRIcH in 
Sweden, Norway, Denmark, Holland, Austria, and 
Luxemburg. In many of the most important cities of the 
Continent the Company has erected or acquired buildings of 
its own to house its offices. A large business is transacted 
in the United States of America, where a ZURICH Branch 
was founded shortly before the World War. During the 
last decade the ZURICH, as is fitting for a truly international 
Company, commenced operations in the British Empire. 
The Company is now operating in London, which, of 
course, is the heart of the world’s insurance business. It 
has numerous branch offices throughout the United 
Kingdom and Ireland, and overseas has a thriving branch 
and organization in the Dominion of Canada. Thus a 
policyholder of the ZURICH, say on a motoring tour, may 
travel almost anywhere in Europe or North America and 
find at his command the service of the ZURICH with more 
than 2,000 employees and over 10,000 appointed agents. 


It is interesting to note that whilst all the large British 
Insurance offices have become Multiple Line Companies, 
the ZuRICH has adhered to its original plan of action, and 
has remained a purely Accident Company ; the element of 
safety and stability which other Companies find in the 
diversification of their lines of business, the ZURICH finds 
in the careful spreading of its risks over a large number of 
territories. Its ambition is ever to be a competent specialist 
in its line, and there is certainly enough variation for any 
taste in the Casualty business of the ZURICH, which includes 
Personal and Group Accident and Sickness Insurance, 
Workmen’s Compensation and Employers’ Liability, 
General Liability, Motor-car, Airplane, Burglary, Theft, 
and Plate Glass Insurance. It is the conviction of the 
ZuRICH that the specialist can give the best service possible, 
that he knows best the ins and outs of his business, and 
that he is therefore best able to serve his clientele. The 
Company makes it a special point not only to satisfy the 
varied requirements of its policyholders according to 
their needs evidenced in the country involved, but also 
constantly to improve its usefulness through a methodical 
fructification and adaptation of the business experience 
collected in all the countries where it operates. This 
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ZURICH—continued. 


ability to adapt itself so practically and usefully is the 
soil in which the ZURICH’S prosperity has its roots, and 
which has won for it the support and the confidence 
of its policyholders in so many countries. Hence the 
Company’s ever-increasing premium income, which in 
1928 will have reached and surpassed 54 million pounds, 
is certainly an achievement of which a purely Casualty 
Company may rightfully be proud. The following 
figures illustrate the gradual growth of the ZURICH : 


Year. Premium Income. 
1875 ‘3 7 eu ‘a - £14,440 
1885 a « we ‘ a £130,360 
1895 ‘ii ‘in a is or £303,920 
1905 sis si wi sia — £925,840 
1915 a os o4 a .. £1,501,440 
1925 a is aia bid £4,619,440 
1928 (estimated) .. ba we .. £5,600,000 


To be correct we must mention that its character as a 
purely Accident Company has not prevented the ZURICH 
from becoming indirectly interested in other branches 
of the Insurance business. In 1922 it founded a Life 
Company, the VITA LIFE INSURANCE COMPANY of Zurich, 
which, after a successful start in Switzerland, soon followed 
the example set by its Parent Company and extended its 
operations to other European countries. 


We cannot close these remarks without adding a few 
words about the great financial strength this Company 
has attained, which is one of the most remarkable features 
of the ZuRICH. The building up of substantial reserves 
through all the years of its existence has placed the 
Company in the front rank of the world’s greatest Insur- 
ance Companies. Its assets amount to over £10,000,000, 
and its interest earnings are well in excess of £440,000. 


This financial background to the vast volume of its 
business, the service assured by its expert international 
organization, and its fifty-six years of successful business 
experience, make the protection afforded by the ZURICH 
policies particularly efficient and desirable. 
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